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Planning for Last Year? 


ine White Paper that was published on Tuesday: (and on which 

extensive comment is made on a later page) is entitled “ Economic 
Survey for 1949.” But the greater part of it, and by far the more interest- 
ing and effective part, is an Economic Survey of 1948. It documents, in 
lucid style and in detail enough to provide a paradise for statisticians, 
the fact already known in broad outline—well enough known to have 
gone to the heads of Mr Mayhew and Mr McNeil—that 1948 was a 
year of rapid recovery and praiseworthy progress... It exceeded expecta- 
tions—~in general—nearly as much as 1947 fell: behind them. At home, 
there was an increase of Lo per cent in the money total’of the national 
income, and not all of this was due simply to rising prices: In spite of a 
reduction in overseas borrowings from £630 million in 1947 to £120 
million in 1948, and in spite of an increase in exports, there were slightly 
more resources, in real terms, left over for use at home. One of the 
greatest achievements of the year (if the figures can be believed) is that 
these additional resources did not all flow into consumption, under the 
pressure of over-abundant purchasing power. What did get the benefit 
was the capital programme which, instead of contracting as planned, was 
allowed to expand slightly. 

The improvements in the balance of payments were even more spec- 
tacilar. The total déficit’on current account of £630 million in 1947 
was reduced to £120 million in 1948 and there was actually a surplus of 
£30 million in the second half of the year. The total drain on gold and 
dollars arising from all sources—current and capital, from the United 
Kingdom itself or the rest of the sterling area—was reduced from £1,024 
million to £423 million. The planned shifts in trade, designed to reduce 
Britain’s dependence on the Western Hemisphere, duly took place. 

There were, indeed, black spots in the year’s record, Coal production, 
for example, was disappointing, and manpower stolidly refused either to 
leave the industries that were planned to contract or to enter (in sufficient 
numbers) the industries that were planned to expand... The year also 
brought the nation no nearer the solution of many ofits longer-term 
economic problems. ‘ But on the whole the results of 1948 are such as to 
justify a considerable degtee of pride. Moreover, they can justly be 
claimed as the specific results of deliberate policies. Accidents, of course, 
played their part ; but not all the luck was good—in respect of the terms 
of trade, for instance, On balance, 1948 will stand as an example of what 
can be achieved by economic planning when it is based on clarity of 
thought and backed by political courage, : 

More particularly when they are set against this background of achieve- 
ment, the proposals for 1949 seem shadowy, dull and. unimaginative. 
There are differences in detail, especially in the sub-division of the capital 
programme, but broadly speaking the Government’s view of 1949 is that 
it calls for rather more of the same things that were done in 1948, to be 
achieved by the same methods. Here and there a healthy scepticism is 
shown about the results that can be expected ; but no major, and few 
minor, decisions of policy are disclosed or even adumbrated. 

This continuity would undoubtedly be prudent if the general 
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conditions of economic life in which the victories of 1948 were 
won could be relied upon to continue throughout 1949. But 
can they ? At the moment, it is true, very little change is visible, 
at least within this country, and it was argued here last week that 
the budget ought to be based on the assumption that conditions 
have not decisively changed. But it was also argued that it 
might be necessary to change course in the middle of the year 
and it is frankly astonishing to find that a White Paper specifically 
devoted to looking twelve months ahead should not contain 
at least a discussion of the possibility of a change in the 
economic climate and of what would then have to be done. 

Admittedly, it is still no more than an unconfirmed hypothesis 
that the economic tide is at last beginning to turn throughout 
the world ; but it is at least no longer a remote academic specula- 
tion. It is further true that anything in the nature of a severe 
internal deflation in this country seems highly unlikely in view of 
the present posture of the British economy—in particular, of 
the long list of officially sponsored capital projects, which 
would be carried through in any event. 

Nevertheless, if the long postwar inflation is now beginning, 
as some day it must, to give way all over the world to disinfla- 
tion, it cannot be expected that the British economy will merely 
continue in its present pattern. The net effects upon the people 
of this island will not be disastrous, and may even be beneficial, 
but there will be many more changes than the minor adjust- 
ments in present figures which are all that can be found in the 
1949 columns of the tables in the “ Economic Survey.” Disin- 
flation in other countries will have inevitable effects, for 
example, on the balance of imports and exports, and even 
though the net effect may be advantageous, it cannot be so to 
each citizen individually. If the export target for motor-cars 
cannot be reached, the same workers can be switched over to 
the home market. But even the domestic demand for cars will 
not last for ever, and there are other export industries which 
cannot even now find such an automatic replacement for dwind- 
ling export markets, Workers thrown out of work in this way by 
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a change in the economic climate overseas should not stand in 
idleness. There are plenty of things for them to do. But what 
exactly ? And where exactly ? And how is the transition to 
be accomplished ? These are the questions that one would 
expect an “Economic Survey for 1949” to discuss, at least 
contingently, instead of blandly increasing the export targets al] 
round. Nor are exports the only things that would become 
harder to sell. The psychology of the home market 
will change too, and in innumerable small ways, none of which 
is large enough to have a paragraph to itself in the “ Economic 
Survey ” but which in sum amount to a great deal, assumptions 
will be falsified and estimates overturned. Even the capital 
investment programme, on the magnitude of which rests the 
chief reason for saying that deflation is impossible, might not, jn 
these circumstances, be immune. Of the gross total of £1,755 
million estimated for 1949, nearly £900 million is out of the 
direct control of the Government ; moreover, the table makes 
no mention of inventories of materials and of work-in-progress, 
which might provide a large minus, 

These are not prophecies, they are possibilities. There is no 
reason for the British people to be frightened by a change in the 
economic weather, but there is even less reason why discussion 
of the consequences should be taboo just because some of them 
might be awkward. The skilled and long-sighted advisers of 
the Government are, of course, fully awake to the fact that the 
outlook is unsettled ; their silence may be due to a calculation 
that any discussion of changes that are still hypothetical might 
lead to action that would be premature. There is something in 
this ; but not enough. For economic planning, in a democracy, 
depends on public opinion, and public opinion depends on dis- 
cussion. If the public is encouraged to believe that economic 
policy is a tideless sea, the planners may find that they, too, are 
left high and dry. The War Office used to be accused of pre- 
paring for the last war ; the central planning organisation should 
not even give the appearance of planning for last year. 


Atlantic Pact 


LL over western Europe this weekend there should be 

heard a sigh of relief that the draft of the North Atlantic 
Pact is now published, offered for a fortnight’s debate, and ready 
for signing on April 4 in Washington. The relief should be 
audible, but it may not be. For the shield that America and 
Canada are offering to western Europe has lost some of its 
sheen from the hot breath of debate that has beaten on it already. 
And some of the expectancy and anxiety with which the offer 
was awaited have already been dispersed by the diplomatic trial 
of strength between the west and Russia which took place 
earlier this month. Norway, under direct pressure from Moscow, 
turned to Washington, asked what protection the pact would, 
in fact, give, was satisfied with what it heard, and rejected in 
firm and confident fashion the non-aggression pact offered by its 
angry and nervous neighbour. That was proof in advance of 
publication that the pact would have teeth in it. That was, 
as it were, the dress rehearsal for the pact’s launching ; and 
Americans should not feel disappointed if the public ceremony 
creates less interest and confidence than the private. The power 
of the pact having been proved already, there will be more 
disposition to discuss it freely. 

In other words, there will run beneath the chorus of praise 
and gratitude a steady current of criticism which cannot be 
ignored. In one respect this will be unfortunate, for it will 
suggest ingratitude where deep appreciation is due and felt. 
What has been undertaken by the United States—and Canada— 
in this pact is far in advance of anything that could have been 
hoped for three years ago. In ten years America has passed 


from neutrality and non-intervention in the peacetime affairs 
of Europe to determined and generous intervention. The balance 
of power in the Old World is being restored faster than anyone 
dared hope. The American response to the Soviet-Communist 
challenge has been swift, imaginative and bold. Whatever causes 
might lead to war—and The Economist has never believed 
that Mr Stalin wanted anything beyond a cold war—uncertainty 
about America’s interest in western Europe can no longer be 
numbered among them. 

In the fortnight that must pass before the North Atlantic 
Pact is signed, and in the months that must pass before all signa- 
tures to it have been ratified, discussion is likely to fasten on 
three points. First, it will be asked whether the pact has not 
been diluted by being extended to cover too many countries 
and too wide an area. Second, it will be suggested that it 
ensures western Europe’s liberation from an invader but does 
not guarantee it against invasion. And third, it will be argued 
that, by forming such a grand alliance, the North Atlantic 
countries may provoke the Soviet Union into the very transition 
from cold to real war which it is the purpose of the pact 10 
prevent. 

In its present form the pact brings together as founda 
tion members of the North Atlantic club the United 
States and Canada on the one hand, and Britain, France, the 
Benelux countries and Norway on the other. They form the 
committee, as it were, of the club. They have framed the rules 
and they issue the invitations to join. They have formed 
the club because they are old associates; they are not 
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associates because they -have formed the club. Apart from 
Norway, which has earned its place by its independent and 
courageous attitude, this group of eight comprises countries 
already closely knit together by political ties and defence 
arrangements. It represents a merging of the Brussels Pact of 
two years ago into a wider instrument. Politically and strategi- 
cally it is compact and stable, even when allowance is made 
for the strength of the Communist Party in France. It would 
appear obvious that the political and military effort imposed by 
the new pact should be concentrated in this group, for the sake 
of efficiency as well as of speed. Yet they have already invited 
Denmark, Iceland, Italy and Portugal to join them; and there 
js a suggestion that something must be done, too, for Greece 
and Turkey, and perhaps for countries even farther east. 

The principle behind these invitations is clear. If it is 
desired to deter an aggressor by making it clear in what 
countries America deems itself to have a vital interest, then 
it is as necessary to warn him off Turkey and Persia as it is to 
warn him off Norway and France. Logically, there is no reason 
why the warning should not cover the Indian Ocean and the 
whole of the eastern Mediterranean. Practically, however, such 
an extension would be wasteful and dangerous, There is a limit 
to the number of countries whose forces can be efficiently inte- 
grated ; there is a limit too—and a tighter one than may be 
generally believed—to the military supplies which America can 
quickly send to its allies. Above all, the dispersal of American 
resources is the wrong answer to the concentration of Russian 
strength. 

Why not, therefore, maintain in principle a distinction which 
must exist in fact: between countries which can contribute to 
the pact something to offset the liability they create by joining 
it, and those whose membership represents an addition to the 
obligations of the group without any corresponding addition to 
its strength? It is difficult to see, for example, what Italy can 
contribute to the pact: if it is to be protected against attack 
from outside, its geographical position opposite the Balkans, its 
strong Communist party (recently pledged to act as a fifth 
column) and its small armed forces, limited by a treaty to which 
Russia is a party—all these amount to pure liability. Portugal 
has already refused the only contribution it can make, the use of 
bases in peacetime. 

Yet the pact is not one in which America does all the giving 
and the other signatories all the receiving of gifts. It is an agree- 
ment, as Article 3 insists, for “ effective self-help and mutual 
aid.” This should be the test. There should be one list of 
members (substantially complete already) who can meet the 
test (including the word “ effective ”) without the need for polite 
equivocation, and another list of countries, including western 
Germany, whose territories are guaranteed by all the members 
of the Atlantic alliance but who are not—for the present, at 
least—invited into the inner counsels of the alliance. It should 
not be too late to make this distinction between the inner and 
outer circle which is bound to arise in practice. 


* 


The argument against any dispersal of the available military 
forces and supplies is too strong to be ignored, and it leads to 
the heart of the second criticism of the pact that is likely to 
be heard. It is the point of view which is met most frequently 
in France and Belgium, The argument runs thus: by security 
Western Europe understands adequate protection against in- 
vasion, not the promise of eventual liberation. If that protection 
cannot be given, it would prefer the risks of attempted neutrality 
to the risk of provoking invasion by accepting an American 
guarantee similar to that given to Poland by Britain in 1939. 
This is not merely the argument of defeatists ; it is the point 
of view of many brave and intelligent men and women west of 
the Rhine and of thousands who would cease voting Communist 
if they believed their future was secure. Unless the North 
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Atlantic Pact offers them some satisfaction, it will not do what 
Mr Acheson says he wants it to do—‘ contribute to economic 
recovery and stability in Europe by reducing the sense of inse- 
curity.” 

Clearly the need cannot be met in the way that France tried 
to meet the threat of resurgent Germany be-ween the war by 
lavishing men and materials on some static Maginot line. What 
is more, western Europe can afford no such solution if it is to 
achieve economic recovery. The basic American idea is right: 
to provide the maximum deterrent by collective action, to dis- 
courage local aggression by the threat of world war, and to 
disarm the Communists by achieving economic as well as 
military security. This is the strategy of cold war, not the 
strategy of generals of infantry and artillery. But even cold war 
needs forces in reserve—just in case ; the Communist cold war 
has owed much of its success to the fact that the Red Army 
stands six hundred miles west of the Soviet frontier. The 
western cold war too needs the presence in Europe of the 
troops of a Great Power—American troops or troops under 
American command ; and the question is whether the pact makes 
such a contribution more likely. 

Some comfort can be derived from the fact that the pact pro- 
vides for the immediate forming of a military committee of its 
members. This means presumably two things: that the long- 
standing machinery of the American and British chiefs of staff, 
and the newly built machinery of the Brussels Pact organisation 
will be brought together, And that, in turn, implies that America 
will give priority for arms and supplies to the integrated forces 
which are already being planned by Lord Montgomery’s staff. 
That should ensure, if the British and French defence ministers 
do their job properly, that there will be available in western 
Europe a hard core of ground and air forces around which 
American contributions can be gathered. But what those 
American contributions are likely to be is still unknown ; and 
it is on this uncertainty that continental critics will fasten. On 
this point therefore—the size of western Europe’s garrison— 
the Atlantic Pact can give only limited fresh hope. The most 
that can be said is that more can be done with it than without 
it. The demand that American and British divisions—not bat- 
talions—should be seen training in western Europe will persist. 

It will also be complained that the North Atlantic Pact will 
provoke Russia to pass from cold war to the real thing—this is 
the third line of criticism to be expected. To men who believe 
as Stalin once did—and probably still does—that conflict be- 
tween Socialism and Capitalism is sooner or later inevitable, 
American policy will seem aggressive, pact or no pact. And to 
men who believe that it is their mission in life to push the west 
along the predestined path of disintegration and collapse, the 
pact must seem a serious act of defiance. All that can be said to 
make its defensive purpose clear to such men has been said. 
It is the avowed purpose of the pact to do no more than provide 
through collective effort the defensive strength which the western 
countries could provide on their own only at the risk of economic 
collapse. The North Atlantic Council will be planning to avoid 
war, not to prepare for it. 

Little, in fact, will be changed when the pact is signed on 
April 4. To those in the west who doubted America’s sincerity 
and determination the significant point of the key paragraph— 
Article 5—will be the qualified undertaking to take “such 
action as it deems necessary, including the use of armed force, 
to restore and maintain the security of the North Atlantic area.” 
To those in the west who had no such doubts, the clause simply 
makes explicit a constitutional difficulty which they had taken 
for granted. To those in the east who doubted whether Mr 
Marshall—and now Mr Acheson—had public opinion behind 
him, the answer has been given in black and white, Hitler had 
in 1939 the certainty—in the black and white of the neutrality 
acts—that America would not intervene if he went to war. Mr 
Stalin in 1949 has the certainty of the exact opposite, 
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What Kind 


HERE is a general feeling that there is something 
obscurely wrong with the British Government’s defence 
policy. This is due partly to the calibre of the Ministers who 
answer for the service departments, partly to the vagueness and 
complacency of all official pronouncements on the subject, and 
partly to the changes of policy which have occurred over the 
past three years. Last week’s debate on the Army Estimates 
did little to dispel this impression, but the speeches of two 
back benchers, one Labour and one Conservative, Mr Paget 
and Brigadier Head, showed not only that it is possible to 
discuss defence with point and precision, but that anxiety 
about the official policy is not confined to one side of the House. 
In so far as the Army is concerned, the main point that 
divides the Government from its critics is whether the present 
policy with regard to National Service is really in line with the 
strategic problems which confront Great Britain. The Govern- 
ment’s argument is roughly as follows. With the suspension 
of regular recruiting during the war, and the high demands 
on civil manpower in the postwar years, the Regular Army 
cannot hope to meet all its home and overseas commitments. 
The only method by which it can be expanded sufficiently is 
by having a permanent call on the 18-year-olds of the country 
for eighteen months’ service, even if this means devoting a 
large proportion of the Regular Army to their primary training, 
and filling up the operational units with conscripts. By this 
means it will be just possible to have enough mobile formations 
to fill current needs while producing by 1954 an active army 
of about 400,000 men (of whom about 220,000 would by then 
be regulars) with a Territorial Army of 600,000. To produce 
an army which could mobilise a million men, 40 per cent of 
whom would already be in the field, and to have behind it a 
further 3,000,000 men with experience of the 1939-45 war, 
sounds like a worthwhile aim for British military policy. The 
aim is to reach full strength in trained men at the time when, 
according to the prophets, the danger of total war will be at 
its height, without meanwhile overstraining the national 
economy. 

There are two grounds on which this policy can be criticised 
—that it is inadequate to the realities of the strategic situation 
as it is in fact developing, and that it will result in an expensive 
and inefficient army. 

There is considerable substance in the first criticism, which 
was partly developed by Mr Paget in the debate. The period 
of the middle fiftics may be a time of great danger to world 
peace, but it is obvious that in the interim Russia is unlikely 
to abandon the tactics of “cold war.” Despite the withdrawal 
from India and Burma, there are still many garrisons for the 
British Army to man, and there are infinite possibilities for 
creating civil disturbance in the areas of British responsibility 
which will require prompt and skilful action from competent, 
mobile formations. In the second place, there is a military 
commitment to western Europe, which, if it is vague now, will 
have to be defined before 1954. Mr Paget’s estimate was that 
the minimum force which could effectively counter a Russian 
thrust in the West is twenty trained divisions, of which eight 
to ten should be British. Any such figures may be unattainable. 
But the fact remains that, with the Army organised on its 
present basis, it is not possible to offer more than a quarter 
of that number. The figures of total service manpower are 
not relevant here, because an army organised on a cadre basis 
for occupation and training duties is not organised for war, 
however large it may be, and although divisional exercises in 
Germany have been announced for the autumn, the British 
Army of the Rhine does not contribute to the military strength 
of western Europe in proportion to its numbers. 

The second criticism, voiced from the Conservative benches, 
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of Army ? 


is that the present system of national service will end by creatj 

a larger paper strength without producing an effective fighting 
force either for the cold or the hot war. The regular element 
of the active army is at present about 175,000 men (excluding 
Gurkha and Colonial troops). There are about 120,000 men 
serving out their national service engagements, and at the 
beginning of this year the call-up of another 120,000 began, Ay 
the moment, therefore, the Regular Army is responsible fo; 
training a body of conscripts considerably larger than itself 
If the yearly intake of national servicemen continues at about 
the present figure of 120,000, there will still be an element 
after 1950 of 180,000 national servicemen in the active army. 

The effect this has upon the Regular Army should be Clearly 
understood. The national serviceman spends his first weeks 
in basic training establishments and schools which it takes 
about one-fifth of the Regular Army to staff. For the rest of his 
time he adds to the statistical strength of a unit of the Army; 
but he is of little use to it as it loses him to civil life almost as 
soon as he has become a trained soldier. It is impossible for 
units to build up any cohesion under those circumstances. 
especially since the units in Britain and the Middle East 
contain §0 per cent and in Germany 60 per cent, national 
servicemen. The large element of national servicemen in the 
fighting units also means that a very high proportion of the 
Regular Army has to be devoted to the administrative services, 
Eighteen months’ National Service adds very little on balance 
to the immediate fighting strength of the Army. At twelve 
months there was no balance of advantage at all, which js 
the main reason why the period was lengthened to eighteen 
months. National Service, in fact, must stand or fall by the 
contribution it could make in the long-term contingency of 
mobilisation for total war, since its contribution to the Army's 
strength in conditions of cold war is negligible. 

If National Service is a complication for the Regular Army, 
the situation created in the Territorial Army will be one that 
no nation has ever tried to tackle before, for when it is full 
—that is, by the end of 1954—it will have 480,000 young 
ex-national servicemen, and, at the most, 150,000 mature volun- 
teers with war experience. It is true that 2 per cent of the 
Regular Army is attached to the Territorial Army, but at the 
most optimistic estimate that will mean only about 6,000 men 
in 630,000. The danger, then, of the present policy “is that 
Britain during the next five crucial years may be building up an 
enormous sluggish army whose active clement will be too small 
to support a vigorous foreign policy, and whose reserve clement 
will be declining in efficiency, and expensive to maintain. 


x 


How much validity this argument has it is impossible to say, 
for both Mr Alexander and Mr Shinwell have ignored its 
existence. They run the risk.of having the public assume 
that they have no answer to it. But even if the logic is im- 
peccable, it would be a great mistake to allow public opinion 
to run away to the logical conclusion. National Service is 2 
hateful thing and there is a standing temptation for everybody, 
especially for politicians, to be convinced that it is unnecessary. 
But even if it is a nuisance in the short run, the long-term 
argument for it, which the nation reluctantly but decisively 
accepted at the end of the war, still stands. And even in the 
short run, though it may be easy to say that the conscripts 
should be sent home and regulars recruited to take their place, 
it is impossible to do it. Any such proposal founders on the 
impossibility of filling the active army, even statistically, 
without at least eighteen months of national service. 
present commitments of the army for garrisoning, operations, 
training, and essential maintenance, cannot be met with less 


THE 


is auj 
but th 


seven! 
comm 
traine 

But 
possit 
of nat 
achiev 
and d 
lately 
be im 
in CO! 
kept | 
to wh 
increa 
Marri 
to tax 
of 19. 
expan 
cheese 
of life 
foreig: 
regula 


Ife 
as is 


nation 
econo! 
make 








his 


elve 
1 is 
een 


of 
ny’s 


THE ECONOMIST, March 19 1949 


than 380,000 men. At the present moment, regular recruiting 
is augmenting the regular army by about 16,000 men a year, 
put this figure may decline to nearer 12,000 as the short service 

becomes less attractive. At the latter rate, it would be 
seventeen years before the regular army could meet its present 
commitments unaided by national servicemen, let alone create 
trained fighting formations. 

But if this rate of increase could be even doubled, it would be 
possible to contemplate a compensating reduction in the length 
of national service in two or three years’ time. This could be 
achieved both by increasing the rate of regular recruitment 
and decreasing the rate of wastage, which has been running 
lately at more than half the rate of recruitment. Both would 
be immediately affected by increases in pay, and improvements 
in conditions. The pay of married private soldiers has not 
kept pace with the wages of semi-skilled workers in industry, 
to which it was supposed, in 1946, to be comparable, and the 
increases granted last November have not bridged the gap. 
Married junior officers are, with their allowances now subject 
to tax, receiving less money than before the revised pay code 
of 1946. The Government, if it is sincere in its desire to 
expand the regular army, cannot ignore the fact that with a 
cheeseparing scale for all but the highest ranks, no prospects 
of lifetime service, inadequate living conditions, and longer 
foreign service in drearier places, the inducements to join the 
regular army are quite inadequate. 


x 


If the strategic demands upon the army become intensified— 
as is very likely—the British Government will be faced with 
two alternatives. It will either have to raise the period of 
national service to three years, or make considerable effort and 
economic sacrifice to increase the size of the regular army. To 
make the period of national service three years, or the duration 


01 


of a new emergency, would be conscription in the wartume 
sense. It could only be contemplated in a situation that fore- 
boded almost certain war, for at any other time it would be 
political suicide and a tremendous strain on the economy. 

If, on the other hand, the strength of the regular army began 
to show a quick increase, it would be possible to consider 
reducing the length and nature of national service. If the 
regular army were to come within measurable distance of 
reaching a figure of 300,000, the whole of the question of 
training could be recast in a much more sensible framework. 
The period of initial national service could be determined by 
the length of basic training that a raw recruit needs before he 
is passed to the Territorial Army, and without any need to 
use him, after his basic training, to fill out the depleted ranks 
of the regular army. The Territorial Army could then also 
be spared a higher element of regulars to assist its training, 
so that the efficiency of the reserves could be maintained. The 
effect of this would be a double relief to the General Staff. 
They could create effective field formations for duty in the Far 
East, in the Middle East, and in Western Europe ; and they 
could leave the defence of the United Kingdom base and 
participation in its civil defence largely to an efficient Terri- 
torial Army. 

The Government is faced with a very difficult problem, but 
it gains little public sympathy from trying to pretend that the 
problem does not exist. Britain is the keystone of the arch of 
western strength. However effective and far-sighted her 
economic and political policies may be, they will count for 
nothing if they are not supported by an intelligent arrange- 
ment of her own defensive resources. As Mahan wrote: 


It behoves countries whose people, like all free people, object 
to paying for large military establishments, to see to it that they 
are at least strong enough to gain time to turn the spirit and 
capacity of their subjects into the new activities which war 
calls for. 


Delays Over Germany 


M SCHUMAN ’S presence in London for the Brussels 
e Powers’ talks has been made the excuse for a new 
effort to disentangle the frightening confusion in Allied policy 
towards Germany. The French Foreign Minister has met Mr 
Bevin and Mr Lewis Douglas and one or two points on their 
long agenda of disagreement have been discussed. The initiative 
is timely, for there is hardly any sphere of general Allied policy 
in which the outlook is as unpromising as it is over Germany. 
Yet few issues are of such vital concern. 

In the last five months, the three Allies have reached a dead- 
lck on virtually every aspect of their policy for Germany. In 
the economic field, the twin questions of reparations and dis- 
mantlement are still undecided. The Humphrey Committee, 
which Mr Hoffman appointed as far back as October to advise 
him on dismantlement in its relation to the European Recovery 
Programme, has produced a Report recommending that 170 
plants scheduled for dismantlement should be left in Germany. 
Both the British and the French are unwilling to accept such a 
figure and bargaining continues. Meanwhile a new point of 
disagreement has been introduced by General Clay’s proposals 
that some of the limitations at present imposed on German 
industry should be revised, in particular that shipbuilding, 
vetoed at Potsdam, should be permitted. Neither Britain nor 
France is ready for such a change. 

In the political field, the delays are even more alarming. In 

vember General Clay stated that the Occupation Statute 
which will regulate Germany's relations with the three Western 

Owers was virtually complete. In fact, it has been held up 
ever since by a variety of French doubts and objections. For a 


time they turned on. the questions whether the Central or 
Lénder governments should pay occupation costs and whether 
a German should sit on the tribunal set up to decide matters in 
dispute between the Occupying Powers and Germany. Later 
the French demand for a special regime for the port of Kehl 
was added. Now the debate turns on how and on. what issues 
the three Occupying Powers shall vote—unanimously, by 
majority, or according to financial contributions to German 
revival. Agreement is not in sight. : 

This delay has in turn held up the Germans’ formulation of 
their Constitution. They began their deliberations on Septem- 
ber Ist. It was not until over two months later that the Allies 
handed them an aide mémoire on points to be included in their 
draft. Another month passed before the main provisions of 
the (still unagreed) Occupation Statute were conveyed to them. 
When, in the middle of February, their final draft was agreed, 
the Occupying Powers produced still further amendments, 
mainly it is true of a technical nature but two of them of major 
importance—one excluding West Berlin from the West German 
state, the other demanding that each Land should evolve its 
own electoral system. These objections are now being con- 
sidered by the Germans. 

Even on matters which concern the Allies alone, they have 
not been able to reach conclusions. In principle, the fusion 
of the three Zones has long been agreed. In practice, detailed 
objections and obstacles have made progress impossible. For 
instance, the French have even disagreed on the setting up of a 
single Patents Office for the three Zones, on the grounds that 
it would represent “excessive centralisation.” 
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The reason for this astonishing combination of delay and 
confusion is in part administrative. In none of the three 
countries concerned is German policy handled in a satisfactory 
and straightforward way. In France, much policy-making is 
left to General Koenig, the Military Governor, who still 
cherishes the Gaullist dream of German separatism and who 
is only fitfully controlled from Paris, where M. Schuman agrees 
in principle with the Anglo-American policy of putting Ger- 
many on its feet, but must proceed cautiously before an 
intensely suspicious National Assembly. The result is the 
typical French reaction of “ Yes—but ...” The “buts” 
have written the whole history of Allied relations with Germany 
for the last eighteen months. 

In the United States, an administrative reorganisation is once 
more in the wind. Twice before, attempts have been made to 
get the State Department to take over control of German policy 
from General Clay and the War Deparunent. Twice nothing 
has come of the proposal. Now, however, it seems that General 
Clay may leave Germany in the course of the summer, the 
new Department for German and Austrian affairs (under Mr 
Murphy) will have started work and Mr Kennan will, after a 
tour in Germany, have fitted German policy into the wider 
framework of American foreign policy in general. (The various 
moves are described in an article on page 511.) These changes 


should end the division of responsibility between the State and . 


War Departments. It will, however, leave unsettled the uncer- 
tain relationship between the State Department and Mr 
Hoffman’s Econemic Co-operation Administration, which will 
have a major responsibility for Germany’s economic policy. 

In Britain, there has been no continuous supervision of Ger- 
man policy since Lord Pakenham was removed for supervising 
it too much. Matters of vital importance appear to have to wait 
their turn in the queue for the Foreign Secretary’s desk. 
Although the line of authority from London to Military Govern- 
ment in Germany has been much clearer than in the case of 
America or France, the relating of German policy to the broader 
aspects of Britain’s foreign relations occurs only fitfully, or not 
at all. 

In all three countries, the remedy needed is the same. It 
is t0 appoint ministers or assistant secretaries for German 
affairs with sufficient authority to decide all save the most 
weighty questions themselves, These men should have as their 
opposite numbers in Germany civilian commissioners or con- 
trollers working with the German Government, the para- 
phernalia of the Civilian Control Commissions should be 
dismantled and the long-term instruments of supervision—the 
Ruhr Authority and the Military Security Board—set up and 
the Military Commanders confined to the management of the 
military forces of occupation, This change must presumably 
come when the new German Government takes over responsi- 
bility. Only in America, however, do the preliminaiy arrange- 
ments necessary for the change appear to be under way. 

But administrative reorganisation is only a partial answer. 
Behind all the delays and misunderstandings which can be attri- 
buted to divided responsibility and confused lines of authority 
lies a deeper. difficulty. The Allies are still divided on the 
fundamentals, of policy. Most Frenchmen still want to keep 
Germany controlled, dismembered and economically weak ; 
while the Americans and the British—true, with varying degrees 
of enthusiasm—see in German recovery the only hope for the 
future. It is no coincidence that every delay has turned upon 
some issue which either centralises Germany’s political power 
or strengthens Germany’s economic revival. With one horse 
in the team pulling in the opposite direction, it is not surprising 
that the sledge has swerved to left and right and occasionally 
gone into reverse. 

It need hardly be repeated here that the French attitude is 
untenable. Even if such a policy were desirable, France has not 
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its two allies have already decided not to do so. A 

but disgruntled people can only be a menace to Europe's Peace. 
It was the tragic error of Potsdam to miss that fact. The only 
hope of peace is that something resembling a decent life should 
be open to the German people. Now that earlier Allied errors 
are being painfully overcome, it is little short of disastrous that 
the practice of ill-willed pinpricks and delays should be allowed 
to lessen the effectiveness of the conciliatory policies upon which 
in principle the Allies are agreed. 


the strength to sit unaided on Germany’s neck indefinitely ahd 
he 


* 


Yet it would be unjust to lay all the blame on the under. 
standable French fear of German revival. No one in his senses 
advocates unlimited revival for Germany after the experience of 
the last seventy-five years, and unhappily France’s suspicions are 
being fanned by the fear that the United States, in its desire to 
restore the German economy and to get Germany off the back of 
the American taxpayer, may be swinging too far in the opposite 
direction. German economic revival in the last six months has 
been prodigious. Production has risen by 30 per cent singe 
the currency reform, coal mining, iron and steel have reached 
new high levels ; the value of the mark has climbed steadily, It 
is true that certain signs of deflation are apparent at the moment 
with unemployment standing at over a million and big ‘tles. 
trialists and small shoppers equally short of money ; but so far 
the movement is no more than a squeezing out of the inflationary 
surplus and production continues to rise. In general, the 
German economy seems set for a really rapid expansion, and the 
French feel that the Americans are likely to assist the rise not 
only by proposing the removal of more and more restrictions— 
ultimately including, they fear, the level of steel production— 
but also by investing much new capital in the Ruhr. Thus the 
French see the shadow of a new colossus. 


When this colossus is examined for its likely political and 
social policies, the British as well as the French are beginning 
to feel concern. The industrial leaders in the Ruhr are in 
general the men who helped Hitler ; one of their first reactions 
to the present deflation has been to seek to form cartels to 
maintain prices and their attitude to trade union co-operation 
has been reactionary in the extreme. German revival is ur 
doubtedly necessary, but is there no cause for alarm when the 
revival appears to be recreating under the Allies’ eyes the old 
unrepentant Germany of cartels, anti-social labour policies and 
total inadequacy in the face of deflation and depression? 


These doubts are reinforced by a study of Germany’s Four- 
Year Plan, in which are set out, in part at least, the implications 
of a western Germany which has lost its eastern bread-basket, 
yet has acquired much of the population from the eastern lands. 
To give the most significant example, the expansion of exports 
necessary to acquire sufficient food for western Germany's 
swollen population will mean a decided increase in exports 
above the 1938 figure—an increase which must rely very 
largely on manufactured goods competitive with those with 
which Britain, France and Benelux hope to solve the problem 
of their own balances of payments. It is difficult to believe 
that a political and social structure which is beginning to beat 
such resemblances to the Germany, say, of 1928 will be able, 
when the time comes for dollar aid to end and western Ger- 
many’s rump economy may be exposed to severe economic 
strain, to solve its internal problems and at the same time emerge 
as a partner in western Europe, a bulwark against Communism 
and a magnet to the Soviet zone. 


This is perhaps the most disturbing feature of the whole 
Allied performance in the last six months. The wider objectives 
of Allied policy appear to have been lost to sight or indeed lost 
altogether. No one surely questions the need to make Germally 
a healthy member of Western Europe, to create in it a soci 
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tem capable of resisting Communist infiltration and to see 
it as the Piedmont of an ultimately re-united Germany. Yet in 
almost every aspect of Allied policy, these ultimate objectives 
have been obscured. By captious delay, by straining the letter 
and spirit of agreements, by insisting on trifles, by allowing 
suspicion to corrode every act, the French are throwing away 
with both hands any hope of reconciling Germany and acquiring 
a politically moderate neighbour. The Americans, on the other 
hand, by their faith in the peculiarly irresponsible forms of 
laisser faire practised by the German business community are 
endangering the social stability of the new state. Finally, the 
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British and the French between them have delayed so long the 
closer political association of western Europe and shelved so 
successfully all problems of joint economic policy that even if 
the Germans wished to be partners in a western association, there 
is still no association for them to join. None of these three 
failures in policy is yet irrevocable. The French can accept 
German revival, the Americans can give more weight to German 
social aspirations, the western Powers can hasten European 
association. But until such changes are made, the German 
problem will remain as confused and as potentially dangerous 
as it is today. 


Eight Shillings from Every Pound 


N any particular year, the important issue of fiscal policy is 
| the relation of revenue to expenditure, whether it should be 
in surplus or in deficit. This was the question which, in its 
reference to the coming Budget, was discussed in the first article 
of this series. In the longer run, however, this is a matter of 
minor importance—unless, indeed, the annual question is always 
answered in favour of a large deficit, in which case the public 
finances will collapse. It is unlikely that any British Govern- 
ment would so far depart from its responsibilities—at least it 
is still permissible to hope so. In that case, annual surpluses 
ot deficits are of little importace to the larger issue ; what 
matters is the relationship that the total of revenue-and-expendi- 
ture bears to the national resources. the proportion of the 
national income that passes through the hands of the state. 

The facts about the height to which the price of government 
has risen in Britain today would hardly be credible if they did 
not happen to be true. In the year 1947 the revenue of the 
state itself, of its local governments and of the social insurance 
funds, derived from taxes of all sorts and from the net profits 
of trading enterprises (which are barely distinguishable from 
taxes), amounted to £3,779 million after eliminating all duplica- 
tion. In 1948 the figure was £4,298 million, and in 1949 the 
estimate contained in the “ Economic Survey,” which assumes 
the continuance of present rates of tax, is no less than £4,475 
million. There will therefore have been an increase of £696 
million, or nearly 184 per cent, in two years when it might have 
been reasonable to expect some postwar relaxation. The total 
of private income—that is, the corpus of income from which 
all taxation must be levied—was £9,911 million in 1947. In 
that year, therefore, taxation took 38.2 per cent of the total of 
incomes, individual and corporate, subject to it. Official esti- 
mates cf the total of private income in 1948 and 1947 are not 
yet available, but if this figure has moved (or will move) since 
1947 in the same proportion as its close twin, net national 


income, the figures will be about £11,000 million and £11,350 
million, and the tax proportion will be 39.1 per cent and 39.4 
per cent respectively. 

In other words, the price of government in Great Britain 
today is 40 per cent of the total of all incomes. Every income 
in the country, large or small, pays over, on the average, eight 
shillings out of every pound of gross income in return for the 
benefits that government, central and local, confers upon the 
citizenry. This is a fantastic figure. There certainly never has 
been any country in the past that taxed itself to anything like 
the same extent. Nor, it is equally safe to say, is there any other 
country today that does the like. An article by Mr H. G. Hodder 
in the current issue of the “ National Provincial Bank Review ” 
gives some comparative figures for the year 1946 on a slightly 
different basis (comparing tax revenue with net national 
income). On this basis the British proportion comes out at 
41.7 per cent, while the figures for the United States, for South 
Africa and for Sweden are 24.6 per cent, 19.7 per cent and 18.9 
per cent, respectively. 


A tax proportion of 40 per cent is appalling from whatever 
angle it is approached. Moreover, it is far more likely to get 
worse than better. It is true that the present austere surplus 
can be expected to disappear ; if all public authorities exactly 
balanced their accounts, the tax proportion would fall by about 
33 per cent. But expenditure is sure to rise: there is a growing 
defence programme ; social service expenditure under present 
enactments is due to increase quite largely ; and it is doubtful 
whether the politicians will completely suspend their activities. 
On the other side of the comparison, some fall in the money 
total of the national income is almost sure to occur. It would 
be quite unreasonable to suppose that unemployment can for 
ever be kept to the present fantastically low figure of about. 
14 per cent (and a rise would: also, incidentally, reduce revenue 
and increase expenditure) ; and though the long-term effect of 
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over-taxation may well be inflation, the more likely immediate 
prospect is for a fall in prices and in money incomes. The 
outlook for the next few years is that, if there is any change in 
present rates of taxation, it will have to be upward. The tax 
proportion can only with great difficulty, as things stand at 
present, be kept down to 40 per cent of the total of private 
income. Moreover, there are likely to be some ticklish adjust- 
ments within the tax structure, It is almost inconceivable that 
the tobacco and alcohol duties will go on yielding their preseat 
enormous sums when the supply of consumption goods catches 
up with demand. According to the latest estimates, the British 
public are now spending on alcohol and tobacco 3s. 10}d. out of 
every pound of their total consumption expenditure against only 
2s. 2d. in the £ before the war. It is very difficult to believe 
that this will continue ; the rates of these duties will have to 
come down to protect the revenue from them, and the revenue 
that can be protected will be smaller than the present enormous 
sums. It follows, if total revenue has to be maintained, that all 
other taxes will have to go up to compensate. 


x 


This is the hideous prospect that faces the British people. 
Even though every item of government expenditure is approved 
in detail, it is almost certain that the ordinary man does not 
value the benefits of government, as against all the other good 
things of life, in the ratio of two to three. If the matter could 
ever be put to him in that way, he would certainly find the price 
of government far too high. Moreover, whether it is approved or 
not, any such rate of taxation, if continued for long, will be 
disastrous to the national economy. Any economy that depends 
to any extent at ali upon individual effort and initiative must 
have some system of incentives and rewards. The Soviets, who 
depend less on individual efforts than the British system does, 
have long ago admitted the truth of this. Moreover, though 
they have carried social propaganda and the substitution of 
non-material rewards far further than any democratic state 
could possibly do, they also recognise the necessity of providing 
very large strictly monetary incentives as well. Idealists may 
dream of a state of affairs in which something other than indi- 
vidual material gain provides sufficient motive power to run the 
national economy. But those days have not yet appeared. A 
state that taxes away 40 per cent of all incomes, and much more 
of the incomes of the successful and the energetic, is killing the 
motive power that keeps it alive. 

This argument, though nobody seriously attempts to deny it, 
is abstract and hard to pin down. More concrete is the thesis 
that, if taxation remains at 40 per cent, it will be impossible 
for the community to generate enough savings to maintain its 
capital. In 1948 private savings of all kinds provided only 
about two-thirds of the expenditure on gross capital formation, 
although it was a prosperous year when savings could be 
expected to be high. The other third had to be provided by 
budget surpluses and foreign borrowing. Even if it were 
possible for budget surpluses to go on for ever, there are obvious 
dangers and difficulties in such a situation. But of course they 
cannot continue. The harassed Chancellors of the Exchequer 
of the future will be hard enough put to it to balance their 
books, without putting on still more taxes to provide a fund of 
public savings. 

There can be no doubt about it. The long continuance of 
taxation of anything like 40 per cent of the national income will 
ruin the country. It will not do so spectacularly in any one year 
or the next—there might be more hope if it would, But it will 
sap energy, it will enervate initiative, it will impede develop- 
ment. By making it appear that there is no source of capital 
or courage save in the government, it will set up its own cumu- 
lative vicious spiral. 


The lamentable thing is that it is very difficult, to the point 
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of impossibility, to see how we can escape from the vice jp 
which we are caught. The proportion of government expendi- 
ture to national mcome can be reduced in two Ways—either 
by cutting the expenditure or by raising the national j 

But only the briefest examination is needed to show that there 
is not much hope, within the apparent bounds of practical 
politics, of securing much result by cither method, 


In the old days depreciation of the currency was a soverej 
specific for budgetary trouble because it repudiated part of the 
real burden of the national debt, which was a large part of total 
government expenditure. But nowadays, interest on the national 
debt is a very small part of total expenditure. Even reckoned 
gross, it will only be £585 million out of £4,475 million jn 
1949, and the net burden is only about half as much. There jg 
hardly another item in the list of expenditure that would fot 
adjust itself within a year or two to the new level of prices. The 
only sort of rise in the national income that makes any permanent 
reduction in the burden of taxes is a real rise, a rise in physical 
output. With full employment and a stable—even dwindling— 
population, that can only come the hard way, by rising individual 
productivity. To expect a sustained rise at the rate of 2} per 
cent per annum is to be very strongly optimistic, but even this 
would take nearly a quarter of a century to reduce the tax pro- 
portion from 40 per cent to 25 per cent—without any increase 
in expenditure meanwhile. 


Nor is there very much more to be hoped for from reductions 
in expenditure, It is still official policy that the food subsidies 
—or most of them—are temporary, but it requires a sanguine 
temperament to believe that any government will ever dare 
actually to take them off. It is just faintly conceivable that some 
very self-confident government might turn the tide of social 
service expenditure by requiring every beneficiary of the big free 
services, such as education and the health service, to pay some 
small part—be it only one-teath-—of the cost of the benefit he 
receives. The direct saving would be small, but the indirect 
economy might be very large. But suggestions such as these 
are only nibbling at the problem ; they might, with some luck, 
just about offset the rising costs of defence and old age pensions, 
If anything more than that is to be done, there will have to be 
outright repeal of one or more major social schemes. Which is 
itto be 2? Education ? The health service ? Unemployment 
insurance ? Old age pensions? Housing subsidies? The 
whole face of British politics would have to suffer a complete 
change before any one of these became possible. It is a lamen- 
table truth, but an inescapable one, that the British democracy 
would rather ruia itself than give up any one of its major spend- 
ing projects, 

% 
* 


This, then, in public policy, is the irresistible force mecting 
the immovable object. There is no desire to be alarmist or even 
more pessimistic than the facts warrant. But it must be honestly 
said that there is no apparent avenue of escape from the dilemma. 
Unless the price of government is reduced, the British economy 
will gradually strangle itself. But there is no prospect at present 
visible of any substantial reduction in the price of government. 

There is, however, one practical conclusion that can be drawn 
which may present the possibility, not indeed of any reprieve of 
the sentence, but of some alleviation of the conditions of 
servitude. If taxation is to continue to absorb 40 per cent of 
the national income—slightly more or slightly less—then the 
whole system of taxation and the whole mentality of approach 
of the tax gatherers will have to be drastically overhauled. 
Defects that are no more than irritants when taxes are light cal 
become the gravest weaknesses when they are heavy. Di 
of the economic consequences of taxation, which may have beea 
excusable twenty-five years ago, will be disastrous today. Thes 
matters will be examined in the next article of the series. 
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NOTES OF 


Monkeying With Monkey Nuts 

Despite some attempts from both sides of the House to assess 
the East African groundnuts scheme in terms of colonial develop- 
ment rather than in terms of fat supplies, Mr Strachey limited 
his speech in this week’s debate to what he claimed were the “ hard 
business, economic and financial, aspects of the scheme.” In brief, 
he stated that the Overseas Food Corporation was now working 
toa ten-year plan ; that this would in the end produce as many 
tons (600,000) of oilseeds as forecast in the original White Paper, 
but from a smaller acreage, 2,000,000 instead of 3,250,000 ; that 
this higher yicld per acre would be made possible by the inclusion 
of sunflowers in the rotation of crops. He went on to explain 
that Kongwa, where all the initial costly experiments have been 
undertaken, will to all intents and purposes fade out of the picture 
—the acreage there being restricted to 100,000, and the bulk of 
the 2,000,000 acres being cultivated in the southern province of 
Tanganyika. Although the cosis of the scheme would be “ sub- 
stantially more than” the original estimate, the revenue also would 
pe much higher. 

With this flourish of facts and figures, Mr Strachey confronied 
the Opposition on Monday. These fresh estimates may well, 
however, be as unfulfilled at the end of ten years as were the 
original ¢stimates at ihe end of two years. How can he possibly 
say, after all the difficulties that have been experienced at Kongwa, 
that the southern province is a much better proposition, when 
clearing has not yet begun there? His estimates of revenue 
were even more wildly optimistic. He again justified the whole 
scheme by the world’s shortage of fats, which, he declared, time 
had shown to have been underestimated in the original White 
Paper rather than overestimated. It is impossible to understand 
the basis for this belief. India’s production of groundnuts has, 
it is true, been largely lost to British supplies because India now 
consumes them itself. But the extent of the world shortage has 
been greatly exaggerated by the extent of the world’s inflation. 
Once disinflation spreads, and, in particular, the more consumer 
goods gradually percolate to the markets of native producers, the 
bigger the flow of exports is likely to be, and a large part at least 
of the present world shortage is likely to disappear. Already the 
production of edible oils exceeds the prewar figure ; already the 
average British household has as much margarine, if not of other 
fats, as it needs. 

Mr Strachey was also quite unjustified in maintaining that the 
price of groundnuts was likely to remain at its present high figure 
—{51 a ton shelled for West African. In 1947-48, when supplies 
of groundnuts were even shorter, the Ministry paid £45 a ton. 
Of course the price to this country will remain high if the Ministry 
of Food continues to pay an inflated price on a long-term contract 
and ignores any fall that may occur in world prices. But how 
long would the British taxpayer be willing to subsidise producers 
of groundnuts, whether they are natives or corporations ? Is this 
“hard business ” ? - 

: « 


Mr. Wilson’s Strip Tease 


Some six weeks ago, the President of the Board of Trade 
divested himself of one more layer of clothes rationing. Since 
then his modesty has further broken down, and this week he took 
the bold step of discarding rationing altogether. He hotly denied 
of course, that his coy antics have been in any way dictated 
by the by-election held this week at Sowerby, Mr Belcher’s former 
constituency. ‘They all form part of a careful plan. That he 
became “entirely satisfied ” that it was safe to abolish all clothes 
rationing two days before a by-election was, one is asked to 
believe, pure coincidence, as presumably was Mr Strachey’s similar 
conversion over sweets rationing a few days before the polling at 

ammersmith. Were it not for this categoric assurance one would 
be tempted to speculate on what shreds of controls Mr Wilson 
would cling to in order that he might drop them from his person 
With a last dramatic flourish in the general election campaign— 
the manufacture of sulphuric acid perhaps ? ? , 
_ Mr Wilson’s statement was, however, so inconsistent that it is 
impossible not to feel that it was influenced by the Sowerby 

i hough not in the way maintained by the Opposition. 
Too much need not be made of the fact that six weeks ago, so 
far from being “not entirely satisfied” that rationing could be 
safely abandoned, he declared that he was quite satisfied that it 
could not. (Why, incidentally, must he, along with other present 
Ministers, be so egotistic when they speak ? With them, it is 

vs “I” never His Majesty’s Government—there were 28 


“Ts” in Mr Wilson’s statement this week). ‘A’ much more ‘signi- 
ficant inconsistency was his reference to prices. Clothes rationi 

must not be abandoned at the expense of Britain’s textile experaat 
Mr Wilson’s emphasis on this was altogether laudable. But it was 
surely unnecessary, after stating that the allocation of textiles for 
the export targets must continue, to turn round’ and threaten 
traders with price freezing if they raised their prices On the home 
market to the permitted maximum. Everybody knows that ‘it is 


high prices which restrain buying now and have made rationing “ 


unnecessary. What trader in his senses is going to add to his 
difficulties on the home market by raising prices still further ? 
In fact, Mr Wilson ought to welcome the present high prices 
on the home market as being the most effective support for the 
export drive that he has. But to state this publicly, to appear as 
welcoming the increase in the cost of living, might have lost the 
Government the Sowerby seat. The return of the Government 
candidate with a decreased majority but an increased share of 
the total poll, is a tribute to Mr Wilson’s political delicacy. 
+ * * 
Western Mark for Berlin 


Owing to the indiscretions of German officials, it has been 
an open secret for weeks that the western mark would soon’ be 
made the sole currency for the western sectors of Berlin. The 
imminence of this move is doubtless responsible for the belated 
announcement, made on March 17th, that the committee of 
experts working for the “ neutral powers” at the request of the 
President of the Security Council had thrown in its hand. This 
body, consisting of economists of the Economic Commission for 
Europe at Geneva, drew up draft proposals on December 22nd’; 
they had tried to produce a watertight scheme im which the 
Soviet zone mark could be made Berlin’s only currency under 
conditions which would satisfy all four occupying Powers. 
What they proposed was a masterpiece of financial ‘ingenuity, but 
quite unworkable without goodwill. The Americans, showing 
their usual realistic understanding of Soviet ill-will, pur in 
counter-proposals which would have given complete autonomy 
in the note issue and in trade to the western sectors of Berlin. 
The Soviet delegate refused to discuss them, and the committee 
decided it could not even issue any recommendations, 


Obviously, Russian propaganda will blame the Americans for 
the breakdown. Likewisé the British and Americans will blame 
the Russians for setting up a separate administration in their 
sector of Berlin and so removing the basis of four-Power control 
of the currency. It is useless to argue about these points, for 
one fact alone is really relevant; Moscow still intends to use 
pressure in Berlin as a lever to stop the establishment of a 
government and a state in western Germany, and, failing that, 
to force the western Powers out of the city. The recent activities 
of its German emissaries, Herr Nuschke, of the Soviet zone 
Christian Democratic Party, and Herr Nadolny, the former 
German Ambassador to Moscow, show that the hope of profiting 
from the dissensions of the West—discussed in a leading article 
on page 501—has not been abandoned. These gentlemen have 
been discussing with politicians of Bizonia the Soviet-sponsored 
idea that all Powers should retire from Berlin, that Soviet and 
American forces should withdraw to a restricted zone, and that 
British and French forces should go home. 


So far, direct contact with Soviet and German Communist 
rule has made the sturdy and sceptical Be-liners deaf to all such 
blandishments. The air-lift has done the rest, What will happen 
when the western mark is made the sole currency for the western 
sectors remains to be seen, The Social-Democrat city administra- 
tion has long urged that this step should be taken, and has pointed 
out the intolerable situation of wage earners who are paid 
only a proportion of their wages in western marks. But the 
hesitation of the western Powers to make the move is proof 
enough of the difficulti¢s involved. One has only to think of 
London—with one currency valid in Piccadilly Circus and 
another in Leicester Square, with an iron curtain running through 
what was once Rainbow Corner—to imagine what those difficulties 
may be. ’ 


* * * 
Persia under Pressure ? 
While the Atlantic Pact has been taking shape Sovict 


diplomacy has been making up in China what it was ebvicusly 
going to lose in Europe. With the pact ready for signature and 
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the Communist advance in China tor the ume being halted, the 
question now arises whether the Soviet hand will again show 
itself in the Middle East. That it should do so would be quite 
normal cold war tactics: the Atlantic Pact area has a great open 
flank from the eastern Mediterranean to Karachi the covering of 
which presents great political difficulties, not only between 
London and Washington, but between nations of the British 
Commonwealth. There is, however, one Middle East country 
beyond Turkey in which American interest is beyond any doubt 
and in which the British stake is of the highest importance—that 
is Persia. That Washington is keeping an eye on the present 
burst of Soviet propaganda against Teheran is clear from the 

* imierview on Monday in which the Persian Ambassador described 
to Mr Acheson how pressure on Persia has increased lately. 

In Persia itself several outstanding issues are attracting atten- 
tion just now. Vigorous steps to enforce suppression of the 
pro-Soviet Tudeh party have continued, ¢ver since the attempt to 
assassinate the Shah early last month. The last time the party 
was suppressed was in 1946, when Russian troops occupied 
Azerbaijan. This suppression has been accompanied by a running 
fire of abuse from Baku and other Soviet radio stations. For the 
rest, there is the question whether any progress at all can be 
made in carrying out the seven-year plan passed by the Majlis on 
February 15th; the discussions now going on between Teheran 
and the Anglo-Iranian Oil Company about revising the oil con- 
cession in Persia’s favour ; and, finally, the Shah’s decision to 
convene a constituent assembly, in order to alter the constituuon 
and make the Majlis a more effective instrument of government. 

It is claimed that the attempt on the Shah was hatched by 
members of the Tudeh party, and most of its known leaders in 
Teheran and the main provincial towns have now been arrested. 
Before the incident it had generally been felt that the Majlis would 
pass a vote of censure on the government ; but the strong arm 
tactics since used have, at least for the time being, strengthened 
the position of the Prime Minister, Mohammad Saed Maraghe. 
Te this extent, then, Persia is holding firm in the face of Soviet 
intimidation. The chief complaints of Baku radio are that unfair 
discrimination has been directed against the Tudeh party. The 
Teheran broadcasting station, for its part, is bravely catching 
these propaganda grenades and hurling them back at the Russians. 
On the formal diplomatic plane, the tactics are the same: Persia 
is reported to have formally replied to Moscow’s Note of protest 
against the suppression of the Tudeh, by accusing the Russians 
of interfering in its internal affairs. 

While the outcome of five shots at the Shah has been to set 
Baku thrashing the ether with Soviet indignation, there has been 
as yel no reason to see in the present strong Soviet pressure any- 
thing more than a local gesture against the trend of events in 
Washington. 

* * * 


Chinese Adjustments 


Peace is hard to come by in China; so also, for the time 
being, is war. The efforts of Dr Sun Fo, the son of the Father 
of the Chinese Republic, Sun Yat-sen, were apparently insuffi- 
cient to bring about peace with the Communists ; moreover, he 
preferred to reside in Canton, at a safe distance both from the 
Acting-President Li Tsung-jen and the Communists, and thus 
diew upon himself the reproach of being a “die-hard.” He has 
now been replaced by Retired President Chiang Kai-shek’s trusty 
henchman and former relentless foe of Communism, General Ho 
Ying-chin ; this, according to the United Press, is “to speed 
peace talks with the Communists.” 

General Ho is, of course, on the Communist list of “ war 
criminals,” but he does not seem to mind. He is understood to 
have the backing of Chiang Kai-shek, who is to retain the Jeader- 
ship of the Kuomintang party, even though he has, in expiation 
of his recent failures, modestly renounced his position as head 
of the state. Meanwhile Sun Fo, as a suspected opponent of 
peace, is not to be allowed to hang around the place making 
trouble ; the Control Yuan has decided to impeach him for using 
his authority as Prime Minister to reimburse a lady called Lan Ni 
for eighty-four drums of dye previously confiscated from her as 
Japanese puppet property. In a country where the Lynskey 
Tribunal ceuld sit for ever without hearing an end of the 
evidence, such consideration for beauty in distress would not 
normally be a matter for comment ; but these are austere days 
and the Kuomintang house-cleaning may as well start with a 
politician whe has been driven from office. 

General Ho 1s not without political ideas; he has announced 
his admiration for British Socialism, which gives him a respect- 
able ideology subservient neither to Washington nor Moscow. 
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The Attlee card is now to be playea agaimsi Mao’s Stalin 
salvocs of Aneurins are to be fired across the Yangtse at the 
embattled might of Com:aunism. For the moment the Kuom; 
tang seems to have recovered its nerve ; but al] the present politi 
activity would quickly come to nothing if the Communists 

to resume their military advance with the momentum which 
it had three months ago. 


* * * 


Amalgamating the Air Corporations 


On Wednesday, the Minister of Civil Aviation ann 

that, owing to the failure of the Tudor IV which has bereaved 
British South American Airways of its long-distance aircraft 
it would shortly be amalgamated with British Overseas Aj . 
After all the hard work which has gone into the building of 
BSAA, it is difficult not to regret its short life. Bur wile the 
failure of the Tudors, it would have had either to have been 
re-equipped with American or Canadian long-distance aire 
or to have operated as a feeder service im South America and 
Caribbean for British Overseas Airways. In view of the fact thet 
BOAC is primarily responsible for Britain’s long-distance 
services, an eventual amalgamation was probably inescapable 

The idea of a separate air service for the South American ‘and 
Caribbean routes originated with the Coalition government, when 
it was thought that such a service, linked with the shipping 
companies, might provide effective competition on a private enter. 
prise basis to the state corporations. Now that the princi 
of national air lines is established without any likelihood of basic 
change, it is clear that a more logical division could have been 
between a trans-Atlanuc (including both southern and northern 
routes) and an eastern air line. But since BOAC seems capable 
of handling both, it is reasonable to suppose that it will be able 
to assimilate the services of BSAA without much difficulty 
In fact, the merger may have desirable effects on both sides, As 
joint deputy chairman of BOAC, Mr Booth of BSAA will be able 
to bring qualities of business efficiency to a corporation which 
has been justly criticised in the past for being unnecessarily 
uneconomic and spendthrift. On the other hand, it will be no bad 
thing to see the high standards of safety and service for which 
BOAC has acquired a reputation, applied to the southern trans- 
Adlantic and feeder services There will be certain economies in 
staff, and it is to be hoped that this is one of the last reorganisa- 
tions to take place in the air corporations before they settle down 
to their permanent task of providing better services, at less cost 
not only to the traveller, but also to the British taxpayer. 


* * x 


Air Estimates 

Two points emerge from the debate on the Air Estimates last 
Tuesday. The first is that the Government's policy of secrecy 
effectively prevents any real criticism of how well or how badly it 
intends to spend the £207 million it has demanded for the air 
force ; the second is the lamentable lack of time, men and money 
apparently devoted to the reserves. 

Any military plan evolved by Great Britain in peacetime should 
have as it first priority the removal of any temptation to aggre 
sors, and in such a plan the air force clearly plays the most 
important part. There is a strong case to be made out for 
developing an air force late rather than early—so that it can be 
made more modern than its opponent’s—but the importance of 
the air force as the first line of defence today is so great that there 
is no longer any virtue in waiting indefinitely for new inventions. 
Government secrecy being what it is, it is impossible to say what 
the air force has actually done ; but there is a strong suspicion that 
the demand for a continuous stream of new types of aircraft, with 
all the consequent delays in training and production, is out of 
proportion with the need to keep a strong air force in being, 

The second outstanding point—that only one two-hundredth 
part of the Air Estimates, £1,300,300, is allocated to reserves— 
calls for some explanation. In the event of war, the immediate 
expansion of the air force will depend almost entirely on the 
reserves available. Recruiting has been exceptionally poor in the 
volunteer, reserve and auxiliary forces. In the only other source 
of reserve pilots, the private flying clubs, the cost of flying has 
been too high for more than a fortunate few. If the Government 
does not act soon, it will run into the grave danger of needing 
not weeks but months to put the air force on to a war footing. 

The international commitments which Britain is undertaking 
make it more than ever necessary that, in the event of war, the 
RAF should be capable of gaining the time which all the countries 
wil] need to build up their fighting services. Britain cannot, be 
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expected to undertake that task alone, but it leads the way in 
trained men and aircraft, and inevitably it must bear the larger 
part of the burden. The secrecy which shrouds the Govern- 
ment’s development of the post-war air force cannot fail to 
create the suspicion both at home and abroad that in fact the 
emperor has fewer clothes than is decent. - 


*x *x * 


The Cost of Transport 


The Minister of Transport has come to the conclusion that 
«we have reached the limit of increased charges on the railways.” 
Whether this means that higher charges have been under discussion 
js not clear, and perhaps the fact that Mr Barnes was speaking at 
the opening of a new railway staff canteen suggests that it was 
wages that he had chiefly in mind. But in any case it will be 

news to the users of the railways that they are not to suffer 
still another increase. Perhaps it is not unduly cynical to suggest 
that what impelled the Minister to his conclusion was less con- 
sideration for the pockets of railway users than the accumulating 
evidence that the point of diminishing returns has already been 
reached and passed. 

But if this decision has been firmly taken, one would like to 
know what the Minister and the British Transport Commission 
propose to do about the railways. The Commission is under 
statutory obligation to cover its costs, taking one year with another. 
It is not doing so now, and will do so even less if there is any 
recession in trade. The Minister says that charges cannot be 
increased and talks of the need for economies. But he cannot 
mean either large-scale dismissals or substantial reductions in 
wages or working conditions. What is the way out of the 
dilemma ? 

The only solution of which anything can be heard in public 
is the old device, beloved of the privately-owned railways, of 
compelling the road transport industry to charge more than it 
needs to in order to force traffic back on to the railways. This is 
a shockingly crude way of putting it; the proposal is usually 
wrapped up in long words like “ co-ordination” ; but that is what 
itamounts to. If this is Mr Barnes’s plan, then nationalisation 
is nothing more than a clumsy way of attaining the railways’ 
“Square Deal.” And if higher road charges mean that more firms 
start carrying their own goods, the proposal to limit “C ” licences 
to a narrow area will be revived. 

It will be said that this is mere malicious speculation. But if it 
is, the Minister and the Commission have it within their power 
to prove it so. They must do something about the railways, and 
if they have any proposals other than simply making road transport 
more expensive, they should tell the public what they are. It 


. ¢annot be too often repeated that the nationalisation of transport 


will not have justified itself until it provides the country with a 
better transport service, at a lower real cost, than the old com- 
petitive system. It is also worth repeating that nobody, either at 
the Ministry of Transport or at the British Transport Commission, 
has yet given any public sign of having an inkling of how it is 
to be done. 

* * * 


New Fait Accompli in Palestine 


In the last nine months the Israelis have learnt the truth of 
the old maxim that possession is nine points of the law. Last 
week, they carried through one more application of the doctrine 
by sending an advance guard down the Wadi Araba to Elath, on 
the Gulf of Akaba. There they established what will probably 
become a communal settlement on the sea coast. Technically, the 
move was a breach of the truce which is the legal background of 
the present series of armistice talks between the Jews and their 
Opponents at Rhodes. Observers from the United Nations have, 
however, reported to Dr Bunche, the acting mediator, that no 
fighting occurred and that neither Israeli nor Transjordan forces 
crossed the frontier line of Palestine. The British have taken 
the precaution of bringing their small garrison at Akaba up to 
brigade strength, but all is quiet round the port. 

The Israelis will reinforce their claim to their latest area of 
Occupation by pointing out that the land was assigned to them 
under the United Nations award. Their possession will probably 
not be disputed, and the area including the Eleth coastline and 
the Wadi Araba is not likely to cause difficulties in the final fixing 
of frontiers. As has long been apparent, the real obstacles to 
agreement will lie in those districts in which Jewish forces have 
taken over territory not allotted to them in the UN partition 
: Here their claim will rest simply on the fact of posses- 
sion and conquest, and clearly it is their attitude in these cases 
Which will make the deepest impression on their suspicious 
Neighbours. Possession controlled and sanctioned by a UN award 





has secure limits set: to it. Possession sanctioned. by conquest 
only has no such saving restrictions. 


. — It is therefore in the negotiations that lie ahead—over Jerusalem 


and Galilee—that the real temper of Israel and the real hope of: 
future conciliation will be tested. A temporary line of armistice 
has been agreed between the Jews and Arabs in Jerusalem. The 
UN Conciliation Commission has, however, still to persuade both 
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parties, each in possession of half the city, to agree to an inter- 
national regime. And beyond Jerusalem lies Galilee, Arab accord- 
ing to the Award, Jewish by conquest. This is the final test of 
the diplomacy and magnanimity of the new Israeli state. 


* & * 


Deadlock in South Africa 


On the surface, the results of the provincial elections in South 
Africa last week show the same gains and losses as in the general 
election last May. Dr. Malan’s Nationalists have won a slight 
lead in seats, while General Smuts’s United Party has again 
polled a majority of the actual votes. Both party leaders are 
reported to be exasperated by the results. Dr Malan has not 
won for his apartheid native policy the unqualified support which 
he had expected, and General Smuts has again failed to capture 
enough floating votes to give him the majority in seats he had 
hoped for. The only real winner in the election is Mr Havenga, 
the Minister of Finance, whose Afrikaner Party did not contest 
any seats, but who now finds himself holding the casting vot 
in parliament more firmly than ever before. : 

There the similarity with the general election ends. The elec- 
tions last week were for four separate provincial councils, not for 
a single House of Assembly. As the accompanying table shows, 
each of the two main parties now controls two of the four councils. 
Normally, the provincial councils are concerned only with local 
affairs, much as the county councils are in England. The practical 
application of Government policy, however, particularly in regard 
to the natives, will require the active co-operation of the councils, 
and this may not be so readily given in those controlled by the 
United Party. The big difference between these elections and the 
general election, therefore, is that these have left General Smuts 
with an effective weapon to use in case of need, His party 
have more power as the administrators of Natal and the Cape 
Province than they have as the Opposition in parliament. 


SoutH AFRICAN PRrovINciaL ELEecTIons 


Seats Votes 
Wiatieiate sod. tai cee? 86 453,000 
Lien Patty os A i. 78 592,000 
Independents = ............. 4.568 eee 3 63,000 
ee oe ty eS eee ee 3 22,000 
By Provinces 
United 
Nationalists Party Independents Labour 
Cape Province ......... 26 28 si 1 
Transvaal ............. 34 27 2 2 
Metal .23..qbecrrce asia 2 22 1 tien 
Orange Free State ... 24 l ca a 
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Dr Malan’s insistence on making national rather than local 
issues the subject of these elections has brought into prominence 
one point. South Africa is shown as a country divided on terri- 
torial as well as racial lines. The Union, so carefully wrought by 
Louis Botha, Lord Milner and General Smuts himself nearly 
40 years ago, has been made by Dr Malan to reveal iis inherent 
weakness. Gold, the subject of an article on page 516, is almost 
the only factor holding it together, and the one ray of hope is 
that Mr Havenga, who largely controls gold policy, is also the one 
near-neutral on the political scene. 


+ oe x 
Benelux in Difficulties 


Last week’s announcement from The Hague that the economic 
union of the three Benelux countries will be postponed from 
January to July, 1950, did not come as a surprise. The economies 
of Belgium and Holland are geared to very different conditions. 
Since the war Holland has been something of a poor relation, 
following the inevitable diet of austerity and controls; while 
Belgium, emerging almost unscathed from the war, has adhered 
1© a course of high consumption and comparatively unfettered 
private efterprise. Belgium has been a European creditor, 
Holland a debtor. 

The postponement should not obscure the fact that, since the 
previous meeting of Benelux Ministers last June, much quiet 
progress toward union has taken place. At that time Holland 
promised to do its utmost to liberalise the Dutch economy, and 
has kept its word by derationing a number of commodities and 
by reducing or removing many subsidies. The proportion of the 
Dutch budget absorbed by subsidies will drop from 12 per cent 
in 1948 to ro per cent in the current vear. Indeed, the Nether- 
lands Government has gone too fast to please some sections of 
the Dutch public, especially the Socialists, who now protest at 
the “overdose” of economic liberalism. Less progress can be 
reported with the work of co-ordinating investment programmes 
and with the attempt to iron out the 20 per cent yap between high 
Beleium and lower Dutch wage levels. 

‘The communiqué which followed last week’s meeting of Benelux 
Ministers at The Hague, also declared that a state of “ pre-union ” 
would exist as from July 1, 1949. During this preparatory year 
before full union, there is to be partial de-contro] of goods traded 
between the three nations. In order to stagger the pains of 
partnership, the process will be undertaken gradually, commodity 
by commodity. This is the only possible methed so long as Dutch 
standards of living are well below those in Belgium. One further 
measure decided by the Ministers is that trade agreements shall 
be harmonised during the coming year. 

The most unmanageable of the problems which faced the 
Ministers centred on the creation of a common monetary system 
for the union. At the heart of this difficulty lies the fact that 
Holland has an annua! trade deficit with Belgium of some 
$1co million and that Holland’s main dollar-earning asset, 
Indonesia, has so far failed to balance even its own accounts 
with the dollar world. 

To help remedy Holland’s lack of francs, Belgium has agreed to 
extend an unspecified amount of credits with the understanding 
that purchases will be concentrated on Belgian consumer goods. 
Such a relaxation of Belgium’s credit policy can be traced in part 
to a genuine desire to see the union succeed ; but another com- 
pelling motive is undoubtedly the presence of a high rate of 
unemployment in the consumer goods industries. It may be 
cheaper both economically and politically for Belgium to deal 
with unemployment in this way rather than by increasing govern- 
ment expenditure on extra unemployment pay or public works 
projects. The task of raising such additional revenue has already 
precipitated a crisis in the Belgian Cabinet. 

But the most important single factor for achieving economic 
unien, according to the communiqué, is the continuance of 
Marshall aid. Marshall dollars are needed to help finance the 
internal disequilibrium, through. the machinery of the intra- 
European payments scheme, and the dollar deficit. 

It seems fair to conclude, therefore, that an economic union 
which includes complete convertibility of currencies by July, 
1950, will only be possible with substantial American help. How- 
ever, if is important that this reality and other even more sombre 
truths are now being faced squarely. From the encounter may 
come the first practical guide to unien-making in western Europe. 


7 * * 


Which Road in Education ? 


The Civil Estimates for Education published last week are 
a leg-up for the schools and universities. In the struggle for men 
and materials which each year precedes the allocation of resources 
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among the social service departments Mr Tomlinson has 
battled successfully. His prizes are an additional £19 million for 
the services, mainly in the schools, with which the Ministry of 
Education is directly concerned and £5,000,000 for the universiti 
The total allocation to the Ministry is now £181 million (plus 
£5,000,000 spent on its behalf by the Ministry of Works ang 
£8,000,000 by the Ministry of Food) and £17 million for the 
Universities. This is more than three times as much as the 
Ministry and eight times as much as the universities received 
before the war (£52 million and £2,000,000 respectively). 

The reasons for Mr Tomlinson’s success are not far to seek. 
With more than a million more children coming into the schools 
by 1952—owing to the birthrate and the raising of the schoo}. 
leaving age—and the necessity for providing new schools for Mr 
Bevan’s new housing estates, Mr Tomlinson has had irrefutable 
arguments for expanding the school-building programme, The 
new schools may sometimes be a trifle over-ambitious, and at 
present building costs they are certainly alarmingly expensive— 
costing at the moment £400 a school child—but on the whole it 
is impossible not to endorse Mr Tomlinson’s allocation. For the 
present the estimates seems reasonable on this basis, and the 
present building programme, which is designed to carry on till 
about 1952, concentrates principally on meeting these two sets of 
demands. The “Economic Survey for 1949” confirms Mr 
Tomlinson’s success. Apart from housing there is a sharp rise in 
the investment programme for the social services from £40 million 
in 1947 to £105 million in 1949, most of which is accounted for 
by education. 

But there are more educational demands to come. So far only 
a small part of the proposals laid down by the 1944 Education Act 
have been fulfilled. What is to come next? County colleges, 
the raising of the school-leaving age to 16, or the improvement of 
existing schools, particularly those which were “ black-listed ” 
years ago, the closing of the all-age schools, and the building of 
new ones to take their place ? All these schemes are worthwhile 
in themselves. The question is which is the most urgent and 
which can the nation afford at the present time. All are expensive 
in terms of building costs: only the replacement and reorganisa- 
tion of old schools for new is economical of that scarcest of all 
commodities in the schools—the teachers. It is understood that 
the Ministry of Education is debating these priorities at the present 


time. 
* * * 


Mr Bevan’s Changes of Heart 


So the building of houses is no longer an industry but a 
social service. This has long been suspected. Mr Bevan, in 
moving the second reading of the Housing Bill on Wednesday, 
has now made this quite clear. It is certainly an expensive social 
service with an expenditure of over £400 million a year. His 
attitude towards the middle classes has, however, marvellously 
altered. Instead of being treated like vermin they are now to 
be provided with money to buy or adapt their property, for he 
has come to the conclusion that “ the ridiculous inhibition ” which 
limits local authority expenditure to working-class housing should 
now be removed. Has the rat become a voter overnight ? 

The Bill received a welcome from most parts of the House, 
the Conservatives being particularly warm. But several speakers 
expressed concern over the effects of greater latitude in repairs 
and maintenance on the volume of new building. This anxiety 
was not allayed by the Parliamentary Secretary’s reply. In effect 
he said that the building of new houses would continue uninter- 
rupted, but that local authorities would now be empowered to 
fill in the gaps with grants for adaptations. Here and there such 
dovetailing may be successful, but in the big towns it seems 
inevitable that what is gained on the roundabouts will be lost 
on the swings unless, of course, Mr Bevan quietly slips in some 
extra sixpences without anyone noticing. 

One further change of heart was revealed by Mr Bevan. He 
is at last prepared to admit the need for building fewer three- 
bedroomed and more two-bedroomed houses. This should pro- 
duce some savings to the taxpayer’s pocket. Belated though the 
recognition be it is none the less welcome. 


* * * 


Primrose Path for Women - 


Hard on the heels of “ The Great Partnership ”—the Liberal 
report on women’s position in the *community—comes the ‘Con- 
servative counter-bid for the women’s vote, the Report of 
Committee on Women’s Questions, which if =o by the 
Conservative Women’s Annual Conference in A presumably 
will be embodied in the Conservative election policy. It compatts 
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poorly. with its competitor. Like too many Conservative pro- 
grammes, it. reflecis—or appears, to reflect—less a burning con- 
yiction of wrongs to be righted and opportunities to be seized 
than the frantic search of a distraught execution for a policy. 
Some part of its shortcomings is obviously due to the somewhat 
arbitrary delimitation of the committees terms of reference. Any- 
thing due to be dealt with in another report—on health, for 
instance, or on ¢ducation—is excluded, with the curious result 
that no mention whatever is made of the midwifery services, of 
home helps, and a three-line reference is all that is given to nursery 
schools and day nurseries. The improvement of country bus 
services is unaccountably included, along with a number of pro- 
posals for a speed-up in housing, for cheap labour-saving devices, 
and for improved water-supplies, which can only be described as 
pie-in-the-sky. (How these proposals are to be harmonised with 
the general Conservative policy of reducing public expenditure 
remains entirely unexplained.) 

There are, on the other hand, some sensible suggestions 
for the remedying of legal anomalies, some of which—e.g. 
the law as to domicile—were overlooked by the Liberal Women’s 
Federation; and the general ambition to establish “A True 
Balance ” in home, professions, industry and civic responsibility 
and status is wholly praiseworthy. As in the Liberal, so in the 
Conservative party, the feminist drive has shifted its objectives. 
It has turned from the opening up of opportunity for the excep- 
tional woman to the framing of a social order capable of giving 
a fair deal to the enormous majority of ordinary home-bodies ; 
and the change ts all to the good. But it is hard to imagine any 
Labour, stili less Liberal, woman voter sufficiently attracted by 
this vague statement of intrinsically admirable aspirations to 
change her present political allegiance. 


* * * 


Land Reform in Italy 


The ECA Mission to Italy, of which Mr Zellerbach is the 
chief, has recently run into some criticism on the grounds that it 
is opposed to land reform. The criticism is somewhat unfair, 
for in fact the ECA Mission has encouraged various projects for 
land improvement initiated by the decree of December 31, 1947, 
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whereby plans for betterment may be drawn up for a district and 
landlords given the choice of co-operating in the plan or risking 
expropriation. For instance, in Pugli¢, in the land-hungry south, 
more than a quarter of the land in certain districts has already 
been drawn into the new scheme ; and in certain’ circumstances 
grants from the Italian counterpart funds under ERP have been 
made available for capital improvements. 

It can also be said in Mr Zellerbach’s defence that no single 
formula of land reform covers a country in which the forms: of 
ownership and the types of production differ as sharply as they 
do in Italy. Nevertheless, there is some substance in the criti- 
cism to which Mr Zellerbach has been exposed, simply: because 
his mission appears to have considered only the economic aspects 
of the problem, and overlooked the very grave political and social 
difficulties raised by the presence of a discontented landiess 
peasantry, among whom Communism has made much head- 
way. If political stability is as valid an aim in Italy as economic 
recovery, it is important to avoid restricting schemes by too narrow 
an interpretation of economic advantage: On the contrary, the 
Government—and the ECA Mission—ought to be hard at work 
looking for all practicable schemes of reform, and should be as 
eager to carry them out. For instance, in Central Italy, where 
Communism has made important gains, there are—contrary to 
general belief—more large concentrations of landed property 
than in the south. Here the land is not left neglected, 
but is intensively cultivated on the basis of share cropping 
(mezzadria). But in many cases, the landlord’s contribution in 
capital has long been negligible ; provided agricultural loans were 
made available by the state or the municipalities, a large measure 
of peasant ownership could be brought about, without the 
economic dislocation Mr Zellerbach fears and with great political 
advantage. 

* a . 
Slimming the Party 


For the Communists of the Hungarian Workers’ Party the 
spring time is the really pretty purge time. Mr Kovacs, the 
secretary of its central executive, has reported the result of a 
five-month purge in which 700 committees have examined nearly 
990,000 party members. Of these, 18 per cent have been expelled 
from the party and 12 per cent have been degraded to the status 
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of candidate members. As a result, says Mr Kovacs, “ a breath 
of fresh air is now blowing through the party” ; one can almost 
hear it whistling through the gaps. It appears that many who 
have fallen out were objectionable not so much for their conscious 
enmity to the party as for “ their class-position or because they 
were otherwise unsuitable.” 

The spring clean has been pronounced a great success. New 
blood has flowed to the party’s head ; the survivors of the purge 
have been moulded into a “big united and militant family ” ; 
their political consciousness and ideological understanding have 
improved ; and their increased sense of responsibility has been 
expressed “in the enormous increase in those paying their party 
fees.” They have been warned, nevertheless, that this has not 
been the purge to end purges. A curious feature of the whole 
business has been the effect of this screening on those outside the 
party: members of the Small Farmers’ Party and of the National 
Peasants’ Party are reported to have felt the urge to be purged 
and presented themselves before the examining committees. If 
Mr Kovacs is to be believed, “in many villages the entire popula- 
tion appeared. before the committee and waited for hours.” 

This stripping and straining of the Communist Party and its 
satellite parties is going on all over Europe, notably in France and 
in the Russian zone of Germany. In the case of Hungary it seems 
to be a sign of confidence rather than a symptom of uncertainty. 
For so long as the Hungarian Workers’ Party was only one of 
several in a Government coalition, and the task of postwar recon- 
struction had hardly begun, quantity was more important to the 
Communists than quality, technical efficiency more interesting 
than political reliability. Now that the Fatherland Front stands 
supreme, physic bottle in hand, the Communist Party can slim 
itself by purges, into the streamlined “ vanguard of the working 
class” demanded by Lenin. 

* * * 
Industrial Democracy 
Industrial relations under nationalisation have disappointed 
many who could face with equanimity its purely economic short- 
comings. Socialist thought is at last being exercised on the 


From The Economist of 1849 


March 17, 1849 


Bit by bit, the real proposal of Mr. Disraeli has come to 
light as the debate has proceeded. And now, putting 
together all the fragments of disclosures, we are able at 
last to form some definite notion of what he really would 
accomplish if he and his party had a majority in the House 
of Commons... . 

A return to protection he dares not moot—beyond giving 
a very remote hint that a rejection of the most impracticable 
scheme ever laid before Parliament will embolden his party 
once more to inscribe on their shields, “ protected and 
regenerated England.” Meantime Mr. Disraeli is contented 
“to pro a budget” ; a budget for the relief of real pro- 
perty. Real property, he says, pays in the form of local 
charges, 7 rates, church rates, highway rates, and county 
rates, and of land tax to the general exchequer a sum amount- 
ing to £12,000,000. By a stroke of his pen, Mr. Disraeli will 
transfer one half of this sum to the Consolidated Fund. 
Here, at first, the “regenerator of England” made a dead 
NE... 3s 

Real property was to be relieved, and therefore it must 
not contribute. The funds must be left out. Schedule A 
(the landlord) and Schedule C (the fundholder) are to be 
excluded. Schedule B (the farmer’s profits), Schedule D 
(the trades and professions), and E (salaries of public 
officers), are to bear the whole. Floating capital, skill and 
industry, in all forms in which they can be found, are to be 
taxed to the extent of £6,000,000 a year, in order to relieve 
realised property of a like sum. ... 

A “readjustment” of taxes is to take place: real property 
—tangible, fixed, and secured—is to pay an imcome tax of 
three per cent: incomes derived from personal exertion, skill, 
and enterprise—fleeting and uncertain, suspended often by 
iliness, cut off altogether by death—are to pay twelve per 
cemt. Who could have dreamed a year ago, when the renewal 
of the income tax was discussed—when the whole press 
teemed with protests against charging casual and uncertain 
incomes at the same rate as certain and fixed incomes derived 
from real property—who could have dreamed. that, within a 
year a “ readjustment ” and “ equalisation ” of taxation would 
mean 3 per cent on real property—I2 per cent on fleeting 
and uncertain incomes !! But such, in sober truth, is the 
proposition of the Knight of. Buckingham, for which 189 
protectionists voted on Thursday night. 
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subject; and a very nearly whole-hearted welcome is dué to 
the latest Fabian pamphlet “ Workers’ Control ?”* For an 
but the faithful, reservations are inevitable. Right relation- 
ships in industry are assumed to be psychologically incom. 
patible with even a whiff of the profit principle—an assump- 
tion leading logically to an extension of state contro! wide enough 
to appal any realistically-minded Labour politician. This 
assumption, however, is not essential to the argument, which 
needs no serious alteration to be more widely applicable, It deals 
adequately with syndicalist and neo-syndicalist solutions and with 
the Communist demand for direct union representation. Con- 
structively, it is a sociological argument, acknowledging a debt 
to Miss Mary Follett’s “Dynamic Administration.” “The aim 
oj scientific management is not to impose arbitrary authority . . . 
but by careful study of the circumstances to discover ‘the law 
of the situation’”—a law equally binding on management and 
men, and whose discovery should be the busimess of joint con- 
sultation at every level. 

To achieve an effective shift from the question of who shall 
coerce whom, and how oppressively, to the question of deter- 
mining “the law of the situation” is to establish genuine 
democracy. It will not be easy; but the principle of co. 
operative discovery of “law” has the immeasurable advantage 
that it can be invoked on a small scale. It calls for none 
of the irrevocable egg-scrambling involved in, for instance, 
nationalisation itself. It can develop pari passu with the 
emergence, through training and experience, of workers and 
managers capable of using it. And, whatever the author may 
say, only the most irrational prejudices of class warfare could 
make it less applicable to private than to public enterprise, 

There are difficulties of organisation. Who should participate ? 
The unions as such? Miss White thinks not. Bargaining and 
management mix badly. A distinct elective hierarchy of workers 
would be preferable ; but the unions themselves, understandably 
jealous of their prestige, disagree. And supposing this difficulty 
resolved, a far more fundamental problem remains. Methods 
which suit an established industry may not suit One which 1s 
rapidly evolving. The risk-taking innovator (whom Socialists 
always hate to take into account) needs freer powers of quick 
decision than he is likely to get under this ideal democratic 
procedure. Just possibly, society would be better off if it worried 
less about the speed of innovation and more about ensuring 
consent. But willingness to sacrifice progress is hardly becoming 
in a country, or in a party, claiming as a right higher and ever 
higher standards of living, and still far from solvent evei at the 
present low standards. Sooner or later, Fabians and others will 
have to fit the innovations in. 


Shorter Notes 


The French National Assembly on March 15th rejected by 
350 votes to 228 the Gaullist motion of censure on the Queuille 
Government for its policy in Indo-China. The motion had the 
support of the Communists, who disapprove of the policy for 
reasons opposite to those of the Gaullists. As the Socialists were 
known to have been divided on the question of negotiating with 
Ho Chi-minh, the Gaullists may have hoped to split them on this 
issue ; in the event they rallied behind the Government. But 
this commits them more than before to the refusal of compromise 
with Ho, and this also corresponds to Gaullist aims. 

* 


The Government is absolutely right to refuse to introduce 
immediate legislation making artificial insemination of women 
illegal. To judge from the speeches made by the Archbishop of 
Canterbury and other Lords in the House of Lords’ debate this 
week, the layman would be forgiven for thinking that the practice 
might become, if not universal, at least widespread. In fact, the 
number of marriages that are involuntarily sterile is small—the 
exact proportion will presumably be revealed in the report of the 
Royal Commission on Population, but it has been estimated at 
10 per cent. Of these cases of involuntary sterility, a fair number 
become fertile on treatment ; others again are content with adopt- 
ing a child ; others become resigned to their lack of children. If 
a tiny minority of married couples wish to avail themselves 
of the progress of medical science to have a child that is part of 
one of them, why should the law interfere ? This, of all matters, 
should surely be left to the individual conscience and j nen. 
Artificial insemination certainly raises difficult questions of ] 
macy and eugenics, and there is a case for having these impart 
investigated. But to attempt to stop the practice by 
illegal would do far more harm than good. se 


ga” Worker Control 2” By Eirene White, Fabian Socicty, 28 PP 
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Occupation Policy in Transition 


(From Our American Staff) 


EORGANISATION of the administration of the occupied 
areas is widely held to be as long overdue as is reorganisa- 

tion of the State Department. It therefore seems particularly 
fitting that, as the first step towards carrying out the recom- 
mendations of the Hoover Commission on the structure of the 
State Department, the post of Assistant Secretary for Occupied 
Areas has been abolished, an Office of German and Austrian 
Affairs has been established and the Department’s duties in 
connection with occupation in the Pacific have been transferred 
to the existing Office of Far Eastern Affairs. At the same 
time it is once more being seriously considered whether respon- 
sibility for non-military matters in the occupied areas should 
not be vested in the State Department rather than in the 


y. 

Technically, the line of responsibility has always run from 
the State Department, as the instrument of foreign policy, 
through the Military Establishment to the various theatres of 
occupation. Actually, this procedure has proved so clumsy that 
those in the theatre have written their own lines. Now Mr 
William Draper, who left General Clay’s staff to become 
Under-Secretary of the Army, has resigned and so has Mr 
Forrestal, who, as Secretary of Defence, was held to be a strong 
supporter of military control. General Clay is expected to 
retire from the command in Germamy during the next few 
months ; his political adviser, Mr Robert Murphy, has been 
put in charge of the State Department’s new German office ; 
and the Departmental planner, Mr George Kennan, is “ familia- 
rising” himself with the situation in Germany. The State 
Department at last seems to be preparing to take charge of 
Germany (even if not of Japan), a duty which it has twice 
before refused to assume, on the grounds that the Depart- 
ment was a policy-making rather than a_policy-executing 
institution. 

Meanwhile, General Clay and General MacArthur have gone 
far towards becoming indispensable men. Direction by them 
of their respective areas has been so centralised and direction 
of them try Washington has been so diffuse that the American 
public, as well as the Germans and the Japanese, take them for 
the king pins of occupation policy. This complicates the task 
of finding successors who know enough about the job to do it 
effectively and who command sufficient public confidence. At 
the same time, the occupied areas have arrived at a point where 
new difficulties are about to appear, which will plague the 
Generals if they remain and may discredit the civilian heads if 
they take over. 

* 


At the end of the war, military security was all-important ; 
now in both Germany and Japan, political and economic 
developments are of equal consequence, In a modern technical 
economy, only a few people know how to manage the industrial 
processes necessary to a high level of production. In totalitarian 
states, these people are closely integrated into the government ; 
when such a state is destroyed, the liberators look almost in 
vain for democrats with the necessary economic skill and 
experience. As the liberators become convinced that abundant 
production is a condition of democracy, and as their admiration 
for. efficient production leads them to disregard its political 
Consequences, the old managers gradually regain control of 

businesses. This is now happening in both Germany and 
Japan and industrial output is climbing. 


_ men have not on the whole 


_ This economic question, however, 1s becoming a political 
issue in the United States, as well as in western Europe and 
the occupied countries. The defence bases its case, particularly 
with respect to Germany, on the need for goods, on the 
number, the central geographic position, and the economic 
resources and resourcefulness of the Germans, on the impor- 
tance of all these in the event of a clash with Russia, and on 
the desirability of getting the occupied areas off the American 
taxpayer’s back. The attack insists that there are political 
as well as economic priorities; that restoration of the old 
order, however hallowed by historical precedent, is no substi- 
tute for positive peace-making ; that a rehabilitated Germany 
or Japan will not necessarily be friendly to the west ; 
and, finally, that the economic interests which are now being 
restored have not in the past been inclined to use the profit 
system to promote economic abundance. 

Under military auspices, the “cowpasture” policies of 
Potsdam and the Zaibatsu Mission have given way, in three 
years, to the present level-of-industry objectives in Germany and 
to the decisions of the Economic Deconcentration Review 
Board in Japan. Military men are popularly believed to have 
a congenital attachment to the status quo ante and therefore this 
transformation has seemed natural, if undesirable, to that part 
of the American public which is chronically suspicious of big 
business. If and when a civilian administration takes over, 
pent-up criticism is likely to break out with a rush, 

The critics will single out, as the master masons in the rebuild- 
ing of the old economic order, the men who were originally con- 
nected with American companies that once participated in cartels 
or engaged in export trade with the occupied areas, who then 
served in the army or as civilian advisers to the military, and 
who subsequently resumed their previous connections. At the 
same time, there will be a review of the attempts of German 
industrialists to secure support in the United States, attempts 
which reached their peak at the time of the Humphrey Com- 
mittee’s study of the dismantling problem and which enlisted 
substantial sympathy in Detroit, in Geraaere and in the European 
Co-operation Administration, 


ao 


Those who profess to see a well-integrated plot in German 
developments are probably being over-logical. An inconvenient 
fact must be fitted into the picture: leading American business 
n politically-minded in the past. 
To them business has been the big thing. The New York finan- 
cial community may have ideas about foreign negotiations which 
are semi-diplomatic in their suavity, and these may contrast with 
the branch-plant approach of Detroit. But production rather 
than policy is the primary consideration of both. Consequently, 
much of what happens is likely to occur in a fit of political 
absence of mind, as a by-product of industrialists doing what 
comes naturally. While this may not affect results, it is 
important to an understanding of causes. 

In his press conference on March gth, the Secretary of State 
underlined the effort made by the President, in his foreign 
policy, to secure a agg balance between the economic and 
the military approach, so that, as a result of the need for being 
strong, the Services should not take too large a share in either 
the national income or the national councils... Transfer of 
responsibility for the occupied areas to a civilian authority 
would right a situation which most people, including the 
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military, are inclined to agree has been out of balance in the 
past. But the balance between preduction and democracy would 
still remain to be adjusted. 


American Notes 


The Bipartisan Filibuster 


The southern Democrats rubbed home the completeness of 
their triumph in the Senate filibuster, first by refusing to accept 
the Administration’s surrender and then by ending the filibuster 
at their own convenience. The final laurels will crown their 
victory if, as is expected, the Senate approves the so-called solu- 
tion which will make the rules on closure even stiffer than they 
are at present. But it was on Republican shoulders that the 
southern Democrats rode to their triumph and it is the 
Republicans who ‘will enjoy its fruits. They prodded the 
Administration into giving priority to the change in the Senate 
rules which was an essential preliminary to the passage of civil 
rights legislation. But Mr Cain, a Republican from Washington, 
was the first Senator to make a speech of filibusterous propor- 
tions—nearly seven hours and three changes of footwear. Twenty- 
three Republicans joined the southern Democrats to overrule the 
decision by which Vice-President Barkley, the presiding officer 
in the Senate, sought to bring the first stage of the filibuster to a 
close. It was the Republican leaders who drafted the compromise 
proposal and if it is passed, it will be by Republican votes. 

On Senator Vandenberg rests the final responsibility for the 
Administration’s defeat, however much it may have been fostered 
by Democratic ineptitude, since he clothed the Republican support 
for the filibuster in a mantle of constitutional sanctity. Mr Barkley 
held that, if a motion to consider a Bill could not be given right 
of way, the business of the Senate might be delayed indefinitely 
by a minority. Mr Vandenberg, while believing that the rules 
regarding closure needed to be strengthened, insisted that this 
decision would enable the presiding officer and a simple majority 
of the Senate to interpret the rules as they wished ; in his opinion, 
this was a direct attack on -the rules of the Senate, as basic to 
its equity and order as the constitution is to the Republic and 
never to be changed except in the fashion prescribed in the 
rules themselves. 

As alwavs when a filibuster is in progress, controversy on its 
justification has been raging. Many Republicans insisted that now 
was the time for decision, however long it might take—the longer 
the better, since with each day’s delay the hopes of passing any 
substantial proportion of the Fair Deal during the next few 
months became dimmer. That was why the Administration was 
willing to accept a compromise which would almost certainly 
have meant no civil rights legislation during the present session, 
although the one finally reached was too much for them to 
stomach, even in their present cowed condition. The final 
achievement of the filibuster was to put fiesh on the bones 
of the skeleton in Mr Truman’s victory cupboard, the alliance 
between Republicans and conservative Democrats which will 
leave him without a majority in the Senate. What this will mean 
has already been demonstrated. Senator Cain is a good friend 
of the real estate lobby, whose dearest wish is that rent control 
legislation should lapse on March 31st, a wish which the Senator’s 
filibustering speech carried a day nearer to fulfilment. The 
Senator spoke against the confirmation of his old enemy, Mr Mon 
Wallgren, as chairman of the National Security Resources Board. 
He reaped his reward when Senator Byrd, Democrat of 
Virginia, gave the deciding vote against the approval of Mr Wall- 
gren’s nomination by the Senate Armed Services Committee and 
made his confirmation unlikely. 


* * * 


Miners’ Memorial 


Mr John Lewis is aiming at three birds with his memorial 
stone—the removal of Dr James Boyd from the Federal Burcau of 
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Mines, a satisfactory new contract for his miners, and the dis- 
comfiture .of rival labour leaders, The majority of American 
coal miners, the 470,000 who work east of the Mississippi, are 
taking a memorial holiday, which is apparently allowed by their 
contract, for two weeks to mourn their 55,000 comrades who were 
killed or injured during 1948. (There were actually just oyer 
1,000 fatal accidents in coal mines last year, well below the 
average.) This “ unnecessary slaughter” was, according to Mr 
Lewis, the fault of the “ ignorant and incompetent Boyd,” who 
was appointed in 1947 but has never been confirmed by the 
Senate, an omission which may be repaired now that Mr Lewis's 
opposition has taken an extreme form. It is believed that that 
opposition arises not so much from any objection to Dr Boyd 
himself as from the Administration’s failure to consult Mr Lewis 
before appointing him. A compromise is now suggested: g 
separate Safety Division, independent of the Bureau of Mines 
might be created and Mr Lewis could then advise on the choice 
of a director. The memorial holiday will also remind Congress 
of the pending legislation, sponsored by Mr Lewis, which would 
give Federal mine inspectors much-needed power to enforce their 
recommendations ; enforcement at present has to be left to state 
officials. 

Mine owners are as yet more relieved than perturbed by the 
stoppage of work, since coal anges above ground are much larger 
than usual. At the end of the fortnight’s holiday, they will have 
fallen to more normal levels and Mr Lewis’s bargaining power, 
which varies inversely with the amount of coal above ground, 
will be substantially improved. The present coal labour contract 
expires at the end of June and negotiations for a new one must 
open before long. Mr Lewis will need all the bargaining strength 
he can collect if he is to achieve the six-hour day and thirty-hour 
week at existing wage rates, for which he is expected to ask, at 
a time when the demand for coal is declining and prices and 
profits are falling. 

Finally, the miners’ holiday demonstrates that Mr Lewis has 
had much more success in circu:nventing restrictive labour legisla- 
tion than other trade union leaders are having in getting rid of 
it entirely. From their point of view, Mr Lewis’s reminder that 
the time for his annual outbreak of intransigence is approaching 
comes at a most unsuitable moment. One of the chief obstacles 
in the way of repeal of the Taft-Hartley Act is the reluctance of 
Congress to dispense with the powers which it gives for dealing 
with strikes which endanger the national welfare ; and it was 
Mr Lewis who originally made those powers seem necessary. 


* * * 


Studies in Scarlet 


The change in the party complexion of Congress has not 
brought the spy scare to an end, Last year it was possible to 
write off as electioneering much of the Republican attempt to 
paint the President as red as his own herring. But the uneasiness 
persists, and if anything, is growing, thanks to a new series of 
incidents. Mr Foster and Mr Dennis, two of the Communists 
about to be tried in New York, following the changed party line, 
have Jeft no doubts that in the event of war (engineered, of course, 
by Wall Street) their loyalty to the Soviet Union would be com- 
plete. The trial and conviction of Mildred Gillars, “ Axis Sally,” 
and the imminent trial of Mr Alger Hiss, have helped to heighten 
the E. Phillips Oppenheim atmosphere, But the seizure by the 
Federa] Bureau of Investigation of Miss Judith Coplon, an analyst 
in the foreign agents section of the Department of Justice, im the 


‘ very act of handing over planted defence documents to 


Gubitchev, a Russian employed«by the United Nations, is a very 
different kettle of herring. Not only has it revived the sense of 
present danger, but quite good liberals are also beginning 10 
wonder who can be trusted if the daughter of a native Republican, 
who enjoyed an expensive education, could stray so far. The 
shock is due in part to the fond belief that whatever might happen 
in other countries, no native American—with the remote exception 
of Benedict Arnold—could be induced to betray the land of 
opportunity ; it has been aggravated by the notoriety and exaggera- 
tion which surround each case. Thus Senator Mundt has claimed 
that this last incident reveals only the “tentacles of a gigamlc 
spy ring” still operating in the government. The fact that Miss 
Coplon was mentioned as a security risk to the Committee on 
Un-American Activities as early as 1946 is used to throw doubt 
on the willingness of the Department of Justice to clean its own 
stable, ignoring the possibility that she was retained as a decoy. 

The implication of Mr Gubitchev, confirming the Committee in 
its suspicions of the United Nations, is particularly unfortunate. 
Early in April Mr Truman is to lay the corner-stone of the 
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rmanent buildings, but Congress has yet to appropriate the 
$65 million to pay for them. The United Nations also hopes that 
Congress will grant full diplomatic immunity to the top officials 
of Uno and income tax exemption to Americans it employs. At 
present the staff of Uno are protected only in their official 
capacities ; even if he had not been suspended, Mr Gubitchev 
would not have been covered. 

In Washington the effect will be to intensify the rigid security 
checks which, by carrying the doctrine of guilt by association to 
grotesque lengths, already make it hard to hire the best men for 
the jobs. It also will increase the pressure for legislation to make 
it easier to punish spies and detect Communists, not only in 
Washington, but in the states like Maryland which consider them- 
selves especially vulnerable. The debate over the right of Com- 
munists to hold teaching posts will become more acute. The 
revelations have also helped to reconcile Congress to the fact that 
intelligence is a two-way street. Suspending its rules, to cut off 
debate, the House has passed, by 348 votes to 4, a Bill to give 
the Central Intelligence Agency permanent status and greater 
financial and administrative freedom and to permit the entry every 
year into the United States of 100 informants who might have 
risked their lives to give Washington a peep behind the iron 
curtain. 


* * * 


Budgeting for the States 


It is not only in Washington that the Fair Deal is in danger 
of going on the rocks ; right across the country, state Governors, 
both Democratic and Republican, have been launching Fair Deals 
of cheir own, some bigger than others, but all expensive to fit 
out. In many states, veterans’ bonuses and old-age pensions 
have been added, by the voters last November or by state legis- 
lators since, to programmes of housing, social security and child 
welfare legisiation. Ordinary running costs have risen by 50 per 
cent in the last ten years ; this trend may perhaps be over, but 
it is no longer possible to postpone the building of schools and 
hospitals, the highway improvement and the other essential main- 
tenance work which was deferred during the war and reconversion 
periods. 


Books and 


Portrait of an Enigma 


“Sixteen Self-Sketches.” By Bernard Shaw. Constable. 134 
pages. 7s. 6d. 


“I AM not at all interesting biographically,” says G. B. S. in 
his “ apology for this book,” and proceeds, scrappily, tantalizingly, 
and with all the magnetic charm which he so often repudiates, 
to prove himself wrong. It is true that some of the best stuff in 
this collection of memories, excursions and jeux d’esprit either 
concerns other people (“the Irish Family Shaw having been 
occasionally funnier than the Swiss Family Robinson”) or con- 
sists of Shavian generalisations about society, the class structure, 
and the universe. But the vicissitudes of young George Bernard, 
the “downstart,” suffering agonies of wounded snobbery at a 
socially inferior school, or half-heartedly clerking in Dublin, are 
fascinating not, as he suggests, because the “downstart” class 
of reduced gentlefolk is sociologically interesting, but because of 
the character of this particular member of that class. Of course 
Shaw knows this perfectly. He may not himself find individuals 
interesting ; he is well aware that others do—particularly when 
the individual concerned is G. B. S. If, in the “ Self-Sketches,” 
he respects his characteristic routine of backing with protests and 
disclaimers into the limelight and pirouetting there, no one will 
complain—except to wish the book were longer. 

Or perhaps that is wrong. There is cause for complaint. 
Having read this book, and the plays, and the prefaces, and the 
Squibs, one still does not know how Shaw got to be that way, or 
what, if anything, could have been done about it. He writes like 
an angel ; he is a dynamo or atomic pile of imrellectual energy ; 
he has a score of dragon-killings to his credit ; he has public and 
Private virtue in fuller measure than most ; but he does not smell 
human, or for that matter superhuman. Set him beside Thomas 

dy, or Yeats, or General Smuts, or Albert Schweizer—to 
Choose at random four great figures whose interests, gifts and span 
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As a result, state budgets which were comparatively stable 
during the years when the federal budget was reaching astronomic 
heights, are now shooting up just as federal expenditure is levelling 
off. Average state expenditures rose by about 25 per cent in 
1948, and will do the same this year if present estimates, of well 
over $10 billion for the 48 states, prove correct. State revenues 
also reached record heights last year, but, if the little Fair Deals 
are to come safely to port, some new means of financing them 
must be found. All state Governors are not as opposed to deficit 
financing as is Mr Truman. But there are limits to the amount 
that can be raised by bond issues, and state legislatures share the 
Congressional dislike of increased taxation, especially in the 
present uncertain economic situation. 

California is naturally breaking both its own record and that 
of all the other states with a budget of over $1 billion, but New 
York follows close behind. Next year current revenues will not 
cover planned expenditure, and for the first time Governor Dewey 
is asking for tax increases. His disappointment that he is not 
in Mr Truman’s shoes will not be allayed by the way in which 
his own are now pinching in much the same places: not only 
is he, the epitome of an efficient administrator, being accused 
of extravagance, but his narrow majority in the state legislature 
is menaced by a revolt in his own party. At least he is in a 
happier position than those Democratic Governors, who are 
dependent on Republican legislatures. Mr Dewey should be 
the last man to count his chickens prematurely, but New York 
taxpayers have received tax forms based on the new rates, 
sweetened, however, by a reminder that the legislature may 
reduce the dose before it has to be swallowed. 

Mr Dewey’s prescription is for higher income, corporation, 
petrol and betting taxes, and it is a prescription which other state 
Governors are being forced to advise. A number of them are 
also proposing higher sales taxes. Connecticut, New Hampshire 
and Georgia are facing the prospect of a state income tax for 
the first time. The twelve states which do not yet have cigarette 
taxes may follow the example of those in which cigarette-buying 
veterans pay their own bonuses. The end of prohibition in 
Kansas will presumably make a liquor tax possible in that State, 
and South Dakota, which has no driving licence requirement, may 
be able to increase its revenues and economise on its hospitals at 
the same time, 


Publications 


of life have in various degrees paralleled his own—and he rings 
hollow as a robot. He wishes mankind well; but he hates its 
guts, and guts are a commodity with which mankind is neither 
willing nor able to dispense. There is nothing in him of the 
earth earthy ; nothing of poetry (let any dissentient look at the 
pitiful. prose-doggerel which is the best he can provide for 
Candida’s Marchbanks) no tenderness, no respect for the 
inarticulate, no acknowledgment of mystery. One does not expect 
these from every playwright or pamphleteer. But their lack is 
fatal in a prophet. Shaw sincerely believes himself a prophet ; 
and though quite conscious of the lack, is unequivocally proud 
of it. 

Why? What caused this tragic disproportion? For it is 
tragic ; as though a potential Beethoven, consciously and com- 
placently tone-deaf, were limited to composing for percussion 
instruments. That is the question which, in biography or auto- 
biography, cries for answer. But there comes no hint of an 
answer from the dexterous and familiar sounding of brass and 
tinkling of cymbals in the “ Sixteen Self-Sketches.” 


The Economics of Groups 


“ Alternative to Serfdom,”’ By John Maurice Clark. Basil 
Blackwell. 153 pages. 8s. 6d. 
Tuts closely-packed and stimulating work consists of five lectures 
delivered in March, 1947, at the University of Michigan. It is 
essentially exploratory; a survey of the debatable borderlands 
between economics and psychology, economics and political 
science, theoretical analysis and administrative art, as they meet 
and interact on a specific problem—the problem of the inter- 
mediate power group, trade union, trade association, or farm 
bloc. Professor Clark examines this problem shrewdly, realis- 
tically and, on the whole, with optimism. On the whole—for, as 
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no reasonable observer of current events will deny, the growth 
of pressure groups, and the crystallising of the once free-moving 
atoms of the individualist economy into blocs, makes necessary 
the exercise of a responsibility and civic sense as yet unattained. 
The road to serfdom can run either direct, through a deliberate 
surrender to collectivism, or circuitously by way of an increas- 
ingly intolerable and anarchic conflict of organised special 
interests, 

Professor Clark sets his subject in a long perspective ; he 
begins by asking what things people demand from the economic 
system, and establishing that maximum material wealth is only 
one, and not the most important, of those things—security, in 
a wider sense than the mere maintenance of a given standard of 
living, being placed well ahead. The static, custom-ridden, auto- 
cratic economy of the Middle Ages gave it; the free market took 
it away ; a new. synthesis must, in the face of all the obvious 
and appalling difficulties, restore some security while retaining 
the dynamic potentialities of the nineteenth and twentieth 
centuries. Thence he passes to a brief survey, from the biological 
and psychological point of view, of the human material of society, 
analysing in a new way that process of free choice which 
is the basic economic act; the ensuing chapters deal with the 
“chief organising discipline” of the market system, free com- 
petition, as it is affected on the one hand by the basic desire 
for security and on the other by the universally-condemned drive 
for monopolistic exploitation. (How prevent the one, he asks, 
from shading into the other?) The gains and dangers of 
Keynesian economic policy pass under a penetrating review which 
stresses particularly the vacuum in which Keynes left the question 
of group activities floating. ‘The last chapter, in a where-do- 
we-go-from-here spirit, tentatively lays down objective standards 
for the outstanding controversy of wage determination, and 
sums up the political and civic qualities called for by the 
economic development now in progress. 


This short summary does far less than justice to 2 book whose 
combination of sanity and stimulating quality entitle it to wide 
and serious attention. 


Whither Pakistan ? 


By Z. A. Suleir. Eastern Publishers, 


“Whither Pakistan ?” 
96 pages. 5s. 
Ir is a heartening sign of the maturity of thought brought by 
independence that two-thirds of Mr Suleir’s book is about Europe, 
Russia and America; Pakistan is no longer thought of in a 
vacuum. His analysis, admirable in its brevity and clarity, is 
along lines that will be familiar to readers of The Economist. He 
is as acute an outside observer of the west as any the east has 
produced in recent years; it is therefore distressing to see how 
profoundly he disbelieves in the west’s capacity to resist or even 
to revive, morally or materially. He regards liberalism as dead, 
Christianity as a faith which can no longer move its mountains, 
He sees all the Communist defects, the cruelty and the materialism, 
the contradictions of a religion where temporary power makes 
permanent popes, today Tito as well as Stalin, tomorrow any 
successful rebe] against either. But Mr Suleir has ¢ sneaking 
admiration for ruthlessness ; he is inclined to think the Russians 
will win ; and like many Asians, he feels that the transformation 
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of Europe’s peasant east has more lessons for his own coun 
than anything which happens in the long-industrialised west. 

For one with so penetrating an eye, his solution is oddly weak. 
He is a believer in the Third Force delusion, and his Third Force 
would be weaker even than Sweden’s Scandinavia. He sees 
salvation in a Muslim bloc, led by Pakistan, and finding its 
inspiration, not in any of our westernisms, but in the simple 
Islamic brotherhood of the Koran. The interest of this part of 
the book lies indeed in the obiter dicta. He has the automatic 
admiration for every colonial nationalist movement so prevalent 
throughout Asia ; and he includes Malaya amongst the countries 
struggling to be free. He believes in a Pakistan within the Com. 
monwealth, but he would oppose any further tightening of the 
bonds, for he feels the Commonwealth has failed over Kashmir 
and South Africa. It is this constant fresh angle on familiar 
problems which gives Mr Suleir’s book value in Europe as wel] 
as in Pakistan, 


Cambridge Memoirs 


“John Maynard Keynes.’’ “John Harold Clapham.” Memoirs 
prepared by direction of the Council of King’s College, 
Cambridge, 42 and 28 pages. 3s. 6d. each, 

THESE works of piety are made up of contributions by those 
who knew Lord Keynes and Sir John Clapham. The first 
gives a picture of one of the most complete, as well as one 
of the most brilliant, personalities of this century. Professor 
C. R. Fay recalls Keynes the undergraduate ; Dr H. Durnford 
the Bursar; Professor Pigou the “most interesting, the most 
influential and the most important” theoretical economist of his 
time ; Mr Wansbrough the teacher “ patient” (in strong contrast 
with his attitude to his co-equals) “even with the pomposity and 
pretentiousness of which undergraduates, no less than bank chair- 
men, are. sometimes capable”; Mr P. D. Proctor gives a lifelike 
sketch of an unorthodox light of the Treasury; Mr A. N. L. 
Munby illuminates a less well-known facet—that of the book 
collector ; Mr G. W. H. Rylands portrays the patron and lover of 
the arts ; and the sonorous Latin of the Public Orator winds up 
the whole. There are, of course, gaps. The Keynes of the India 
Office, of the “ Economic Consequences,” and of the American 
negotiations, are missing. So is, except by inference, the Keynes 
of the “Bloomsbury Set.” But what has been given has been 
given well; and the composite portrait which emerges is at once 
impressive, charming, and—to use a much-debased word in its 
proper sense—inspiring. 

Sir John Clapham was a less famous figure but almost as many 
sided. An anonymous appreciation contains delightful tributes 
from those whom he had taught. His friends show his charm, 
diversity and honesty as a schoolboy, an undergraduate, and a 
tutor, Professor Pigou his courage as a mountaineer. Mrz G, M. 
Trevelyan, than whom no one alive is in a better position to judge, 
concludes with a tribute to his immense contribution to the study 
of economic history, and to his freshness and originality of mind, 


A Contrast in Development 


“England and Germany.” By Professor Hermann Levy, 
Joemer Bank Publishing Company, Limited. 167 pages. 
S. 6d, 


THERE have been many “ bi-national ” books published in recent 
years. In most of them the British character and way of life have 
been contrasted, gently and wittily, with those of a second people. 
The late Professor Levy’s book is a more solid affair, as is to be 
expected of an economist of his standing. His concern is chiefly 
with the factors which turned Germany aside along the fatal 
road to Nazism, In many respects he agrees with other students 
of this important subject, but he presents a notable quantity of 
new data, and brings out very forcibly the influence of one factor, 
the agricultural. 

The failure of liberal politics in Germany, and the consequent 
appearance of Nazism, are attributed in the first instance to the 
unyielding power of the landed proprietors ; and the basis of this 
power was the tariff protection afforded to their farm produce, 
chiefly cereals. Ironically, at the time of the repeal of the Com 
Laws in Britain, the Junkers were supporting free trade ;_ but 
thirty years later when they had seen the threat to their position 
im the great surge of cheap corn from the Middle West, protec 
tion was firmly established, and liberal doctrines were : 
This is an economist’s analysis ; but Professor Levy lightens his 
pages with some pleasant remarks on Anglo-German affinities ane 
contrasts in the fields of music and art. , 
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Letters to 


Disinflation Continued ? 


Sir,—In the article “ Disinflation Continued?” published in The 
Economist of March 12th, reference is made to a “ real” budgetary 
surplus of £330 million for which the Chancellor of the Exchequer 
js said to have budgeted a year ago. But this figure is incorrectly 
described in the article as the “excess of all receipts properly 
regarded as current income over all outgoings properly regarded 
as current expenditure.” The Chancellor deducted Government 
capital expenditure (estimated at a net figure of £279 million) as 
well as expenditure on revenue account in arriving at his “true 
overall surplus ” (a different concept from his “ real surplus”) of 
£330 million, which is therefore a hotch-potch magnitude having 
precious little economic significance.—Yours faithfully, 

King’s College, Cambridge R. F. Kaun 


Experiment by Groundnuts 


$ir,—In The Economist of March 5th you say that perhaps the 
only harm that the doctrine of nationalisation has done to the 
British people in the past four years is that it has obsessed all 
parties with the wholly false (my italics) notion that what matters 
is who owns industry, not how it is run. May I venture to 
protest that how it is run depends enormously on who owns it 
and whether that ownership is frustrated and stultified, or clarified 
and made more responsible ? It is not difficult to imagine what 
would have happened to a director of a private company who had 
the report to make to his shareholders that Mr Strachey has 
just made on groundnuts. Mr Strachey will remain, because 
nobody feels that they really own the “Groundnut Empire” in 
Tanganyika. If anyone did, and had the authority that once 
belonged to a property owner, Mr Strachey would be relegated 
to some position better befitting to his administrative gifts.— 
Yours faithfully, Ronatp F. Wacker 

Fiy Cottage, Mirfield, Yorkshire 


$ir,—If I rush, like an uncautious trout to over-tempting bait, 
to add my comment to your article on groundnuts, I do so for two 
compelling reasons: 


(t) It is time someone supported the move to get this dearest 


dream of Socialism on to the plane on which it should be con-— 


sidered, high above the stomach level, and 


(2) to implore of all responsible and knowledgeable critics the 
recognition that Africa cannot be conquered expeditiously and 
economically on the grand scale without enlisting aid from the 
whole world. 


As your article properly points out, the first and, I still 
think myself, the ablest exponent of view (1) is the White Paper 
itself. On point (2) I ask you to consider that this grand con- 
ception of Africa to come is being hamstrung and perhaps 
irteuievably prejudiced by Anglo-Saxon conceit and senti- 
mentalism. It is true that machinery has been sought from all 
over the world; it is true that South Africa’s agriculturists 
have been pulled in to contribute their valuable techniques to 
master the grave problems of mass cultivation in tropical terrain ; 
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the Editor 


and it is true that, for lack of African artisans, a handful of 
Italians have been brought in to do the skilled jobs on the sites. 
But the truth is Britons can do so little themselves, even with 
this competent but slight foreign help. Why not be content 
with the conception and the management and give the job in 
the bush to the best agents of the lot—the Italians? The spaces 
in Tanganyika are vast enough to absorb them without collisioa 
with the African’s vested interests ; and the black man has beea 
retreating too long before the miombo bush and the tsetse not 
to recognise the merits of their conquerors whoever they may be. 
Will the Italians take it on? Let’s hope they will, for none can 
gainsay they need an opportunity to give them back their self- 
respect and a redress for the terrific economic problems at home. 


To crib from your article—what about an Africa, and an 
Italy, free from Communism in the next generation? Let 
the Italians have a go, and supervise them, if you must, with a 
Trusteeship Delegacy for good measure; only let’s get them 
in before our own high cost developers add many more expensive 
acres to the bill—Yours faithfully, OLIVER WAKEFIELD 

11 York Road, Weybridge, Surrey 


Middle East and Refugees 


Sir,—In the article in The Economist of February 19th you 
refer to the misery, disease, and death amongst the hundreds of 
thousands of refugees in the Middle East and to the work which 
the British Red Cross is carrying on there. The advance party 
of our Commission left this country at the end of December last, 
a hospital has been established at Es Salt, sick bays and dis- 
pensaries have been set up in the refugee camps, and other parties 
of fully-trained British Red Cross Society personnel—welfare 
workers, sanitation and transport officers, nurses, quartermasters, 
etc.—have been sent out as reinforcements. 


The reports that we receive from our Commissioner in Trans- 
jordan give an only-too-vivid picture of the extent of the suffering 
of these unfortunate refugees. He speaks of malaria, smallpox, 
slow starvation, skin diseases, and—amongst the children—com- 
plications arising from measles. But the theme of his reports— 
a theme which recurs again and again—is the urgent need for a 
steady and continuous stream of medical supplies and dressings 
of all kinds. This need is imperative. With the best .will in the 
world the British Red Cross Society’s personnel cannot carry out 
their work without these supplies and they are constantly being 
hampered in their efforts for lack of them. 


Unfortunately, the financial resources of the British Red Cross 
Society are limited, and if we are to continue the work we have 
begun in Transjordan we must appeal to the generosity of the 
public. We are, therefore, asking for donations to be sent to the 
British Red Cross Society, 14, Grosvenor Crescent, London, 
S.W.1 (marking the envelope “ Middie East”) in the hope that 
there ar¢ many who will wish to avail themselves of this oppor- 
tunity to render some help to these unfortunate victims of 
circumstance.—Yours faithfully, ANGELA LIMERICK 

Vice-Chairman 
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THE WORLD OVERSEAS — 





South Africa’s Gold 


(From Our Johannesburg Correspondent) 


OUTH AFRICANS have two deeply rooted fears—that gold 

will lose its value and that the natives will rebel. The 
celebrated “wasting asset” has been the subject of gloomy 
prophecies for many years. The fear is normally pushed down 
into the national subconsciousness, but the Union’s theme song 
is “ There'll always be a miracle.” 

The belief in miracles was enormously strengthened when the 
Gold Standard was abandoned in the early ’thirties. So beneficial 
was the boom that Johannesburg began to rebuild itself at the 
rate of £1,000,000 a month. In 1930, the Government mining 
engineer, Sir Robert Kotze, had prophesied that by 1939 the 
Rand’s output would be worth only £27,000,000. In fact, it was 
by then worth over £100,000,000, and the peak was not reached 
until 1941. And in 1946 the sensational Free State discoveries 
were made. 

Nevertheless, the basic fear has persisted. It goes far to 
explain the Union’s present truculent attitude towards the Inter- 
national Monetary Fund, now that the relative value of gold 
has fallen again. The Johannesburg Star may deplore the fight 
between Mr Havenga and the Fund, and ask: 


What is the world to make of a country that declares it is not in 
the least interested in outside opinion and is determined to go its 
own way, but which five minutes later is pettishly scolding the 
world for not immediately rushing to its aid? Is the whole world 
really out of step except South Africa—or can it conceivably be 
the other way round ? 


But, in general, the fairly obvious realisation that the real arbiter 
of the price of gold today is the United States Treasury, and 
that, in a fight between Mr Havenga and Mr Snyder, Mr Havenga 
is almost sure to lose, is hurriedly concealed, even by those who 
recognise its truth. For the Union, gold cigarette-cases have 
suddenly become a potent symbol: South Africa’s truculence 
is traumatic. 


Demand for Higher Price 


In his long statement to Parliament last month, Mr Havenga 
made no bones about the fact that he was out to get a higher price 
for gold and knew perfectly well where this higher price would 
come from. The demand for gold for “ professional, artistic and 
industrial purposes,” he explained, “changes with changing 
economic conditions. It is generally on the increase in periods of 
economic uncertainty, and... it is very heavy at the present 
juncture.” He accused the rest of the world of finding South 
Africa’s misfortunes “ easy to bear,” and attacked the “ facade of 
exchange controls ” whose whole wicked purpose was to deny the 
Union its golden privilege of building more railway hotels, electric 
power stations, luxury flats and Voortrekker monuments, while 
simultaneously importing goods to the value of half the national 
income. That the rest of the world had its own misfortunes, and 
was at least not trying to have its cake and eat it, apparently 
escaped his notice. 

Two former presidents of the Chamber of Mines, Mr John 
Martin and Mr Carleton Jones, never held out much hope of a 
rise in the price of gold while most of the world was still in the 
grip of inflation. They further warned against schemes for 
securing a premium price, which might imperil the monetary 
position of gold. But Mr Martin has retired and Mr Carleton 
Jones is dead, 

The Johannesburg Chamber of Commerce, which not only has 
a qualified economist as its secretary, but actually takes his advice, 
has argued that the real trouble is internal inflation, of which 
excess imports are merely the symptom, and has called for a 
Crippsian policy of budget disinflation, higher interest rates, capital 
and consumption cuts, and compulsory saving. The Government 
prefers commodity controls, which in the opinion of commerce 
will make inflation worse. 

The Chamber of Industries has not ventured into the whirlpool 
of gold price controversy. It knows that import controls confer 


protection on industry. There has been airy talk of an industria] 
export drive. In fact, industry now sées its chance in many- 
facturing locally the goods that will no longer come from abroad 
and of reaping a rich harvest as it did during the war. . 


Attack on the Banks 


Basically, the Union’s trouble is psychological. South Africans 
do not understand the need to lower their standard of living. 
Even the Secretary to the Treasury in 1944 dismissed the idea of a 
producer of “international money ” having an unfavourable balance 
of payments as inherently unlikely. In consequence, the Union is 
in danger of interpreting its present difficulties as due to 
external pressure. A complicating factor is the existence of a 
Nationalist Government, which sees enemies at home as well as 
abroad. The Nationalists have gone far along the road of perse- 
cution mania. Mr J. G, Strydom, Minister of Lands and leader 
of the Transvaal Nationalist Party, furiously attacked the banks 
for restricting credit, “in order to whip up feeling against the 
Government.” The banks were in fact asked by the Reserve 
Bank, which acted only after consultation with Mr Havenga, to 
restrict credit “as a matter of positive public policy.” No doubt 
Mr Strydom deeply embarrassed the Minister of Finance. But 
Mr Havenga had himself previously launched a sharp attack 
against building societies and insurance companies for not sub- 
scribing as fully as he wished to his 3} per cent loan. Other 
“enemies ” whom the Nationalists accuse of trying to ruin South 
Africa include General Smuts and the United Party, the press 
ane at home and abroad, and now, the International Monetary 

und. 


The tide has mysteriously turned against the Union—why? 
Men like Mr Strydom do not seek the answer in economic facts, 
or even in the deleterious effects of their own irresponsible 
political utterances, which at least they ought to be qualified to 
understand. They must find scapegoats, and start a witch-hunt. 
And it is as significant as it is unfortunate that this tendency 
of the Strydoms is shared by men who should know better. 
Mr Havenga is quite genuine in his denunciations of the Fund. 
Apparently no breath of suspicion clouds his mind, or the minds 
of his colleagues, that the Union is running at least some risk of 
destroying the monetary basis of gold. The United States 
Treasury is by implication accused of taking part in the Great 
Conspiracy—having previously consulted, no doubt, with General 
Smuts and the banks. 

It is impossible, of course, to believe that Mr Havenga fully 
shares the delusions of those Nationalists who have never bothered 
to make the most elementary study of the simplest facts of 
economic life. But it may be that Mr Havenga does share, in 
some degree, their obvious bewilderment and sense of i 
ment and frustration. Hardly anything else would explain his 
attitude, not only towards the International Monetary Fund, but 
also towards the United States Export-Import Bank, from which 
he is hoping to get a loan. Mr Havenga, and the Union's 
Ambassador Extraordinary, Mr Charles te Water, have been 8 
irritable about the loan that it is hard to resist the conclusion 
that they expected to get the money and no questions asked, 
and that instead the Export-Import Bank has proved inquisitive 
about the details of the borrower’s financial and economic post 
tion—details which, because of the lamentable lack of statistics 
in the Union, are actually not available even to Mr Hav 
himself. The loan may still be forthcoming, but if so it W 
hardly be as a result of Mr Havenga’s handling of the gold price 
question. 

Deep down, the real motive force is a fear that gold is ip 
serious danger, and along with it, not only present South African 
living standards but the whole South African “ way of life.” 
it is this which is driving the Union perversety to 
policies which may bring about the very thing it fears. 
case is now one for psycho-analysts rather than economists. 
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Lessons of the Comintern 
[By A CORRESPONDENT] 


THIRTY years ago, on March 6-7, 1919, there assembled in 
Moscow the founding congress of the Third (Communist) Inter- 
national. ‘Though the Comintern was formally dissolved in May, 
1943, the striking advances of Communism in recent years justify 
a review of the circumstances in which it was founded and the 
methods by which Communists have seized power. 

The Third International was created to lead two world-wide 
struggles—of industrial workers against capitalists and of colonial 
peoples against imperial governments. The inability of the 
Second (Socialist) International to lead either had been proved 
in 1914, when the Social Democratic parties of Europe either 
rallied behind their own countries’ war efforts or retired into 
inactivity. New prospects, however, were offered by the Russian 
revolution. In the spring of 1917 Lenin believed that “ from the 
imperialist war a series of revolutions are arising with objective 
inevitability.” The series was initiated by the Russian proletariat, 
which had become “the skirmishers of the world revolutionary 
proletariat.” The area controlled by the Bolsheviks at the begin- 
ning of 1919 provided a territorial base from which to organise 
the “decisive battles of the European proletariat.” If the decisive 
battles were lost, it was doubtful whether the territorial base 
could survive—in fact whether socialism could survive in Russia. 
The European revolution was the supreme aim, and it was a mere 
historical accident that the meeting place of the first congress 
should have been Moscow, 

When the practical work began, it was soon clear that Lenin 
intended the new International to be built on the Russian 
Bolshevik model, The Bolshevik party embodied Lenin’s con- 
ception of a party of “ professional revolutionaries,” the “ vanguard 
of the proletariat,” strictly conspiratorial and subject to the most 
rigid central discipline, The proletariat was the class destined to 
lead the revolution ; but the class itself must be led by “ conscious 
revolutionaries,” who must understand the workers’ interests 
better than the workers themselves. Pursuit of this policy had 
split the Russian Social Democratic movement after 1903. But 
in Lenin’s view this was no loss, as the “ vanguard ” would make 
up in quality what it lost in quantity, would be a more perfect 
instrument of revolution than the original party. Similar rigid 
discipline was needed within the new International, and similarly 
a split was accepted as a necessary evil, negligible compared with 
the advantage of having a new organisation which would be the 
steel-hard spearhead of the world revolution. 


Misgivings Outside Russia 


These ideas were bound to cause misgivings among revolu- 
tionaries outside Russia, and particularly among German 
Communists, the only extreme left group whose international 
prestige could compete with that of Lenin. ‘They are best 
expressed in Rosa Luxemburg’s posthumous pamphlet, Die 
russische Revolution, While admiring the heroism of the 
Bolsheviks and approving the methods used by them against the 
autocracy of the Tsar, she ee ser — to — oo 
to universal principles, binding on all revolutionaries eve , 
In Sonbeuleachia alae the need for freedom, which she defined 
as “freedom of the one who thinks differently.” With prophetic 
insight she described the results to which Lenin’s methods must 
lead : — 

From time to time an elite of the workers is summoned to meet- 
ings, at which they applaud the speeches of the leaders and unani- 
mously approve resolutions prepared beforehand. In fact a regime 
of a clique. 

The mission of the proletariat should be, said Rosa Luxemburg, 
®to substitute socialist for bourgeois democracy, not to do away 
with any kind of democracy.” 

When the first congress met in Moscow, Rosa Luxemburg had 
tlready been murdered by German black-and-tans, and the 
fepresentative of the German Communists accepted Lenin’s 

. These were imposed still more rigorously a year later 
by the “twenty-one conditions” of the second congress, which 
all Communist parties were obliged to accept. Thus the Third 
International came to have the same relation to the Second 
as the Bolsheviks had borne to the Mensheviks within the 
Russian socialist movement. It was built, too, on the same 

iples of organisation as the Bolshevik party had-been. Here, 

er, the resemblance ended. Unlike the Bolsheviks in 

ssia, the Comintern in the international field did not represent 

4 driving force so strong as to outweigh the loss which the split 
caused to the world labour movement. _ 
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The working masses # Europe did not)abandon the socialist 
leaders to follow the (Communists, and revolution failed in 
Hungary, Germany and Bulgaria. Support to “ national libera- 
tion movements ” in Turkey, Persia, Afghanistan and China was 
also a failure. As soon as the Asiatic nationalists had raised 
their nuisance value in the eyes of the western imperial powers, 
they made advantageous terms with them. at the expense of their 
own Communists end of the Soviet Union. The Comintern 
had failed. It was kept alive only as at adjunct of Soviet foreign 
policy, When Stalin triumphed over Trotsky,! world revolution 
was not abandoned ; but the best means to its attainment wa’ 
considered henceforth to be the greatest possible strengthening 
of the Soviet state. For this purpose the Comintern was only 
of limited value, even during the brief glory of the Popular Front 
period. By disbanding it in 1943, Moscow threw away a weapon 
that was well coated with rust. . 

The sensational spread of Communism since 1944 is due not 
to more. efficient international organisation, or to the “ correct- 
ness” of the party fine, but to the increased strength of the 
Soviet Union. The leaders of world Communism can use that 
cumbrous but powerful weapon, the Russian state machine, which 
in 1849 in the hands of Tsar Nicholas I suppressed democracy 
in Central Europe, and in 1949 in the hands of Stalin is imposing 
a ready-made revolution on the peoples of the same region. Some 
Communist successes have been caused by direct Russian inter- 
vention ; others have arisen from conditions similar to those which 
gave the Bolsheviks victory in 1917 ; most are due to a combination 
of both factors. 

Certain features of the Russia of 1917 are very relevant today, 
Russia’s social structure was backward, its most numerous class 
an impoverished and uneducated peasantry, The political struc- 
ture was built round an unwieldy bureaucracy. that took orders 
blindly from above and had few horizontal links with the various 
Strata of the society in which it worked. The representatives of 
a western democratic outlook and methods—whether conservative, 
liberal or socialist—came from a small section of the population 
and had been permitted hardly any practical experience of govern- 
ment. There was a well-established tradition of revolutionary 
fanaticism and conspiracy, whose youngest heirs, Lenin’s 
Bolsheviks, had made a more thorough study of the technique of 
using power than any of their predecessors, and knew exactly 
what they wanted, This was the background. Two further con- 
ditions explain Bolshevik victory—the collapse of the state under 
the impact of external forces, and geographical remoteness. The 
Russian state, like cast iron, was strong, heavy and brittle. The 
blows of Ludendorff shattered more than the armies in the field, 
But the Germans needed their men for the western front, and 
when they were beaten the Entente governments had to think of 
coming elections and war-weary public opinion. So neither side 
seriously tried to crush the Bolsheviks, and Soviet Russia escaped 
the fate of Soviet Hungary and Soviet Bavaria. 

Similar background conditions were to be found in all the 
countries where Communists have recently obtained power, except 
Czechoslovakia. In the only three countries where Communists 
have won mainly through their own efforts—Jugoslavia, Albania 
and China—the last two conditions also apply. The Jugoslav and 
Albanian states were smashed by the Germans and Italians, and 
the Chinese state in the most important provinces was smashed 
by the Japanese. Both Jugoslav and Chinese Communists built 
a new state machine while resisting the invaders, and both enjoyed 
what. .we may call. “ effective remoteness.” The Germans. and 
Japanese could of course easily have crushed Tito or Mao, but 
were unable in fact to spare enough troops to do the job. In the 
last stages of Communist victory, direct contact and material aid 
from the Russians made too great the risk of counter-action by 
America or Britain (even if such had ever been intended), 


Intervention by Force 


In all other cases Communists have been put in power by the 
Soviets. There have of course been variations. In Poland and 
Rumania there was often the intervention by force. In Bulgaria 
and Hungary the process was more subtle, but the two decisive 
actions—the removal of Dr. G. M. Dimitrov from the secretary- 
ship of the Bulgarian Agrarian Union and the arrest of Béla 
Kovacs, the secretary of the Hungarian Small Farmers’ Party— 
were the result of direct Russian intervention. The case of 
Czechoslovakia is of special interest, as it is the first country 
with a balanced social structure, with industry predominant, and 
a strong democratic tradition, which has fallen under Communist 
control. Russian troops took no action, but their presence along 
nine-tenths of the country’s frontier was of obvious and. vital 
importance. From the point of view of seizure of power— 
though not of course of its aims—the analogy is with the victory 
of the Fascists in 1922 or the Nazis in 1933. The “ February 
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revolution” was made with the help of police and army, which 
the Communists had systematically penetrated since 1945. 
Mussolini marched on Rome by sleeping-car: Gottwald, like 
Hitler, was called to office by the lawful Head of State. Both 
Benes and Hindenburg were sick and universally respected men. 

Hitherto then, Communis*s have won power where states have 
collapsed or where the Red Army has marched in. In some 
areas states are still tottering, and Communists may yet achieve 
further successes there. South-east Asia is one such area: North 
Africa and the Levant might become another. But if a non- 
Communist order is established in the still uncertain areas, and 
if western Europe and its colonies are consolidated by Marshall 
aid, history suggests that there will be no further extension of 
Communism unless there is another catastrophe in the shape of 
deep slump or war. 


Indonesian Recovery and 


Marshall Aid 


No one expected Indonesia to make a rapid economic recovery 
alter three and a half years of Japanese occupation and the sub- 
sequemt period of social and political unrest. Even so, the out- 
Jook up until the end of 1947—1two years after the conclusion of 
the war—was disappointing. Imports into Indonesia were mount- 
ing steadily, but the islands were still far from paying their way: 
exports in the second half of 1947 earned only 188 million guilders, 
barely enough to cover 45 per cent of the imports. The turning 
A however, came during the last few months of 1947. 

roughout 1948 convalescence proceeded swiftly, and by April 
of Jast year exports were running neck and neck in value with 
imports. For the year 1948 as a whole Indonesia balanced its 
visible trade accounts. 

Those export commodities in which the most remarkable gains 
have been registered over the past two years are rubber, oil and 
copra. Tin, as the accompanying chart shows, has, almost from 
the beginning, been a steady source of foreign exchange. 
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The islands still have some way to go before making their 
prewar contribution to world trade, both quantitatively and as 
comributors to the balancing of international trade accounts. 
Thus the total value of Indonesian trade in 1948 (when corrected 
for price changes) was some 20 per cent below the 1938 mark. A 
matter of even greater concern is that an area which, before the 
wart, had been a substantial dollar earner was still dependent in 
1948 on Marshall dollars for meeting its large trade deficit with 
the dollar area. Last year there was a deficit with the United 
States of §2 million guilders ; exports to America were 150 million 
guilders, and imports from that source were 202 million. An 
even greater deficit existed with the Far Eastern member of the 
dollar area, Japan. Exports to Japan were 23 million guilders, 
imports 139 million, leaving a gap of 116 million. 

Not all the Indonesian industries have shared equally in the 
trade recovery, and today exports are concentrated on fewer 
products than before the war. This realignment is due partly to 
the initial damage inflicted by the Japanese, partly to the postwar 
troubles which prevented necessary rebuilding and at the same 
time wrought further destruction. In 1948 exports of sugar, tea 
and tobacco—prolific earners before the war—were negligible. 
The simple explanation for their poor showing is that the bulk 
of these products are located in disturbed areas. The same holds 
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true of pepper and sisal. Palm oil, 100, is making a slow come. 
back because of heavy damage to plantations. 
On the other hand, tin and bauxite are produced outside the 
INDONESIAN RECOVERY EXPORTS 
(In '000 metric tons) 








Cominodit 1948 ; 

oupmnodity 1938 1939 1948 Per Cent 

of 1938 
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Baweite ... «soo 5 oo CERN ES F5BE i 2 121 
Tin (metal) equiv. in ore ........ 21 32 32 152 
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Petroleum & petroleum products, €,067 6,425 5,874 64 
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Dit bios sxbesn etek eenenans | 82 84 ik 9 
GRRE. ciao sca c EC aS | 1,092 1,388 70 6 
Tobacco... see ene s see ee ete s | 50 35 ay 1 2 


troubled areas, with the result that exports of these two com- 
modities are well above their prewar levels. Rubber exports in 
1948 had recovered to over 9o per cent of their prewar total, 
and indeed they were even higher if account is taken of smuggling 
through Singapore, which stili continues on a sizeable scale, 
Petroleum exports had reached 64 per cent of the prewar figure, 
and copra was gradually climbing back to its old position. 


Small Area of Disturbance 


A partial explanation for the revival in Indonesia is the fact— 
often overlooked—that opposition to the Dutch has been confined 
to a relatively small area. Not more than a third of Java has at 
any time been under Republican influence, and the Dutch are 
in possession of the three most lucrative sections of Republican- 
dominated Sumatra. In Borneo, East Java and New Guinea the 
Dutch have been able to push on vnmolested with the work of 
peacetime reconstruction. Altogether they have spent an 
estimated 850 million guilder in restoration and development, 
chiefly with funds provided in the form of loans from the 
motherland. 

Of recent months the sharpest spur to recovery has been the 
credits and gifts of US dollars from the Export-Import Bank 
and also through the Marshall plan. These dollars made possible 
the purchase of urgently needed food and textiles for a native 
population starved of consumer goods and eating much less than 
before the war. Whereas Indonesia produced a small exportable 
surplus of rice in 1938, it was still a net importer in 1948; and 
even when these imports were added to local supplies, the native 
got Io per cent less of the staple foods than was contained in his 
prewar diet. The Export-Import Bank loan, granted to Indonesia 
in November was for $15 million, and was spent largely on 
imports of Japanese textiles. Negotiations are still proceeding 
for a much larger American loan to stimulate exports of fats 
and copra to the United States. So far Indonesia has received 
$55.5 million in Marshall aid, of which $25 million was spent on 
textiles (mainly Japanese), $12 million on food and $4,000,000 
on machinery. 


Victims of American Sanctions 


When, therefore, the United States suspenced further grants of 
Marshall dollars for the Dutch authorities in Indonesia as retalia- 
tion for the Dutch police action of last December, they unwittingly 
aimed a blow at the inhabitants of Indonesia. Indirectly the 
stoppage will of course hit the Dutch by loss of income ; but 
the Indonesians themselves will feel the effects with even more 
direct force. Another innocent bystander who has fallen victim 
to this retaliatory move is General MacArthur ; and he is less 
apt than the Indonesians to suffer in silence. The General is 
under constant pressure from Washington to extract dollar pay- 
ment for Japanese textiles, and by this new stroke he has been 
deprived of the novel device whereby Marshall dollars were used 
to help finance Japan’s deficit with the United States. 

ECA (Economic Co-operation Administration) officials are 
fully alive to this threat to Indonesian recovery and are impressing 
on the US government the need for a compromise that would once 
more permit a flow of Marshall help to the islands. At the same 
time, the Dutch attitude may be softened by the self-interest 
those plantation owners whose investments the Republicans have 
methodically wrecked following the latest police action against 
them. Dutch business interests, who voiced no objection to the 
launching of the second armed action last December, have now 
joined those who fear that it has created more problems than 
it solved. What is certainly becoming obvious to all partes 
that, unless speedy action is taken to restore the upward 
of the past twelve months, Indonesian economy is likely to be 
broken and may even be reversed. 
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THE BUSINESS WORLD 





Economic Survey for 1949 


The Economic Survey for 1949 appears at a moment when real doubis are emerging, for the first time since the 
war, about the maintenance of a high state of economic activity in the world, and particularly in America. The first 
survey appeared in the midst of the fuel crisis in 1947, and many of its expectations had been falsified by the 
time it appeared in print. The second, for 1948, made a more effective contribution by advocating the need for 
disinflation and concentration on the tasks of investment and exports. This year’s survey records the achievement 
of 1948 as a year of “ great and steady progress ”°—a significant increase in investment work, rising production, the 
largest volume of exports since 1929, and for the second half of the year a small surplus on the external account. 
All this would have been impossible without generous American aid. What of the prospects now? The com- 
mentary on the Economic Survey which follows attempts some of the answers to that question. 


Production, Manpower and Trade 


“Tt is impossible,” declares the Survey at the outset, “to 
expect that 1949 will improve on 1948 as markedly as did 1948 
on 1947.” Neither output nor exports, it holds, can expand as 
fast as they have done in the last two years. The period of 
rapid expansion is drawing to a close; in future, it will be 
technical progress, new equipment and new methods which will 
determine what progress is made, not increased manpower and 
postwar reconversion. This fundamental change is recognised, 
but it is often surprising how little it appears to have affected 
the forecasts which appear in the Survey. 

To take production first, coal output is put at “ between 
21§ and 220 million tons ” of which about 13 million tons will 
be opencast. The maximum improvement would thus amount 
to 12 million tons, and on the assumption that it is realised, 
and that there is “average weather” at home, it is estimated 
that there will be sufficient for exports and bunkers of 20 million 
tons in 1949—no increase in the rate already being achieved 
six months ago. In electricity, the existence of a maximum 
demand well in excess of generating capacity is accepted as.a 
postulate which points to the likelihood of load spreading in 
1949-50. Again, the Survey concludes that the demand for 
steel, both for export and home investment, will remain 
“intense” in 1949—a point of view which is not universally 
shared, at least in its extreme form. The target for steel 
output, between 15} and 154 million tons of ingots and castings, 
is realistic, given the present prospects for raw materials, though 
coke will be no more than sufficient. If a million tons of 
imported stecl can be obtained, total supplies of finished steel 
should amount to between 12 and 12} million tons (last year’s 
figure was 11.1 million tons); exports are expected to total 
1.6 million tons, leaving between 10.§ and 10.7 million tons for 
the home market, against 9.7 million tons in 1948 and a little 
over 9 million tons in 1947. An increase of fully 10 per cent 
in finished steel supplies should surely be accompanied by a 
greater satisfaction of demand than the Survey seems ready 
to assume. 

On manufacturing industry in general, the Survey gives 
estimates of the possible trend of consumption of certain impor- 
tant raw materials. It hazards the view, on which a certain 
doubt has been cast by the events of the last few weeks, that 
supplies of all non-ferrous metals are not likely to increase 
substantially in 1949. It stresses the continued shortage of 
softwood. It holds that output in cotton and wool will probably 
be limited not by raw material supplies but by labour.“ and, in 
some trades, inadequate demand for the finished product.” 
Further advance in chemicals is to be expected, but the develop- 


“ce 


ment schemes now in progress will not produce their full benefit 
for a few years. The figures in the following table of estimated 
consumption of raw materials give some reflection of the sizeable 
increase in manufacturing output which is expected :— 








CONSUMPTION OF SELECTED RAW MATERIALS 
(Thousand Tons) 
Unit 1947 | 14s | [M9 
“Stimate 
oe oblige celia SS 
Aluminiuin a er saat ‘000 tons 159 174 210 
Copp. ns - ” 350 360 375 
lin ail — a a 26 26 27 
Lead | a 174 179 190 
Zine... « : { a 222 223 | 240 
Sawn softwood . i 000 en. 4,710 4,670 | 4,760 
Hardwood* Z metres 1,608 1,700 1,870 
Pape r and paper board . | "000 tons 2,200 2,116 | 2,780 
Cotton . ehant benyess ewes 1 a 365 433 | 470 
Wool et 188 220 | 225 
Leather ruts 2 120 121 | 120 
Sulphuric acid ooenee | ” 1,357 1,563 | 1,620 
i ! \ 
* General purpose hardwoods only, excluding Certain specialities 


Renewed emphasis is again put upon increased output and 
exports of textiles. The production targets, as the Survey 
admits, are high, yet more output still would be welcome. 
Cotton exports last year hit the target (but at the expense of 
home supplies) but exports of woollen textiles, though higher 
than in 1947, fell far short of what was needed. A discreet 
lowering of the original 1949 export target for woollen textiles 
still leaves the figure above the current rate, and the industry 
is exhorted to increase output and improve quality “in the 
sections producing hard currency exports.” 


Distribution of Manpower 


The broad conclusion from the estimates of increased indus- 
trial output suggests that manufacturing industry is expected te 
increase its Output per man year by appreciably more than the 
2} per cent for the economy as a whole (excluding the forces and 
government service) which forms the basis of the National 
Income Estimates for 1949. 

Britain now has a stable, not an expanding, working popula- 
tion ; secondly, the expectation which informed last year’s 
survey that a considerable re-allocation of industrial manpower 
could be made finds no reflection in the 1949 estimates. Gone 
are the “targets in the full sense” for coal, agriculture and 
textiles which were an important foundation of the 1948 plans. 
This year’s distribution of manpower is remarkable for its 
almost complete lack of change. Indeed, the Survey claims that 
“no large-scale redistribution of labour between industries 8 
required ”—as though the present distribution was not-merely 
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immutable but also perfect. But since “ more labour continues 
to be needed in certain industries ... the Government intends 
to maintain unchanged its existing labour policy.” Substantial 
increases in the textile industries “ would be extremely valuable.” 
Wastage will have to be made good in coal. But building labour 
which “did not decline during 1948 as at first intended, is 
expected to remain at about its present size in 1949.” The 
following table gives the manpower estimates for 1949 in the 
new form now adopted by the Ministry of Labour: 
DISTRIBUTION OF MANPOWER IN Great Britain, 1948-1949 
(Thousands) 
| Mid-1948 | End-1948 End-1949 


pa > — cuanaiemnasiihnnatitesinnatiedadtensis ae 


— 









Total working population <2 o6'ess'é Fe's's's TST TKS 8 Ts 23,146 23,185 | 23,200 
lias a ce at + 
a wt ervndd forces. 22 0534. BS case: 846 808 
ita wen and women on release leave ........ 92 | 18 i} 75 
nepeghaneheininapeterbeeeepemehisianaanenarat -asiisiiaiatilieuecnin 
fotal industrial population... 0.06.5... cee sees 22,208 22,359 | 22,425 
whom 
Men 15,160 | 15,279 | 15,835 
Milind. os sus taiecs <amebac i haan aed 7,048 | 7.080 7-090 
deinen picid ded 
Coalmming L crete Phe edad + ce deee csmesastene 787 788 798 
Other mining and quarrying...................000. 82 82 82 
Gas, @lectricity and water... 2.2.66. l ce eee ee eees 296 301 305 
Transport and communication .............0...000408 1,814 1,803 1,790 
Agriculture a Coto Oe Cee eee erehesee cesses 1,227 1,230 1,240 
Fishing . seca PTCENECES GUTRE NS sb TESCO REO 41 41 
Manufacture 
Chemicals and allied trades...............-005- 426 433 440 
Metals, engineering and vehicles................ 3,904 3,921 3,920 
Si ok a TUTOR Oe ewes eR oe ee Eee ree 310 31 330 
Sin +k bs 0g pane ska s oe ue poles 209 214 220 
Se MORSEIOS «00, o's a Pectis ee pee ee 429 438 445 
RNS SCRE ke eee eee eet ek ere ee. ak 700 716 715 
Food, drink and. tobaceo ... 2... eee. cewlee ewes 725 738 140 
eer Manulactwes. iio. bias ctccc cease dduake 1,411 1,422 1,430 
Pies and contracting <2... 4.00cccdbesBasekasads 1,497 1,480 1,480 
Demtibative trades... 1s. AOS eT ARTA. 2,689 2,739 2,755 
Professional, financial and miscellaneous services..... 3,925 3,876 3,890 
Public administration -—~ 
National government Service .............ece eee 688 694 675 
Seen government: eerwietsrs iio 5. < vcsiggy 6 6 Ba Xs 766 | 776 780 
aca epenaiertnesechdlsshaaingsaeiaieelio 
Total in civil employment... 2. c20.......0.0eceees 21,926 | 22,011 | 22,075 
Unemployed 


ee ree eee eee ee 282 | 348 350 


iene meee a ee 


It is difficult to detect any positive signs of policy or planning 
in such static figures as these. The table makes it clear that any 
changes in the distribution of manpower which do occur will be 
only marginal, like the reduction of unestablished employees in 
transport and government service and that full employment is 
likely to take precedence over optimum employment, 


Export Prospects 


The elimination of the payments deficit in the closing months 
of 1948 was a signal achievement which owed much to the 
success of the export drive. Provisional export targets for 1949 
are shown in the accompanying table: 

The volume of exports projected for the end of 1949 is 155 
per cent of the volume of 1938, compared with 147 per cent 
ichieved in the fourth quarter of 1948. The rise in exports 


The Balance 


Pethaps the most remarkable achievement chronicled in the 
» and certainly that which has received most advance 
Publicity, was the securing of an “ overall balance” in the 
United Kingdom’s external payments in the second part of 
1948. The revised figures for the first half of the year show a 
deficit of £150 million. In the second half the provisional 
show a surplus of £30 million, leaving the deficit for 
1948 at £120 million. This is much better than was expected, 
and reflects a performance in marked contrast with that indi- 
tated in the official estimates submitted by the British Govern- 
ment to OEEC last autumn. 
What has “ gone wrong ” with the estimates, or “ gone right ” 
with the United Kingdom’s performance ? First, there is the 
fact that the value of British exports was higher than had been 
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Export TARGETS, 1948: anp 1949 
(Monthly Rates) 


} i 


} 
exports, | Target, . | 
| 4th Qtr, | End Target, Bnd-1949 
1948 1948 
| | 
j + £ Million 
i Per Cent of 1938 Volume | aft End- 
| 1948 Prices 
j \ at 
MD Re. davailes me Geo. anes. 204 065 ee ae 
VMN Oe. Wan iba Ok Sob 282 255 285 | 23 
Electrical goods and apparatus. !.... 231 ‘252 265 7 
Tein Bad wel 255. ik alk. Pe I” ill 138 10 
Other metal goods ................. 259 210 226 8 
Textiles and clothing ............... 100 14 125 36 
CO ee cdk i Sick 4a Ss aul | 157 184 | 198 9 
Pottery, glass, abrasives, ete......... | 210 223 254 5 
GU vile: iudets abies ves Ahan 3 7 oie 39 57 6 
AYE GFRRE €xpot}aci sc. caapees cece cis ; 12 123 122} 31 
POURS biases beads kd esae Ks és 147 154 162 | 166 
| soy (155) 
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expected in 1949 is thus more modest than the 25 per cent 
increase last year, for the survey detects three factors which are 
likely to affect British exports. First, it refers to difficulties 
in expanding British supplies, particularly of cotton goods, coal 
and metal products. Secondly, it points to import restrictions 
imposed by other countries on British goods. Finally, “ there 
are the difficulties of finding buyers at our present selling prices,” 
and of increasing competition in the hard currency markets. 

Despite these difficulties—the force of which is undeniable 
—the Survey counts on the maintenance of the broad geo- 
graphical patterns of British exports, in the first half of 1949. 
The proportion of total exports going to the Western Hemi- 
sphere is expected to remain at about 17 per cent, but since the 
expected volume of exports during the first six months is to 
be 150 per cent of the 1938 volume, compared with 130 per 
cent for the first six months of 1948, it follows that the percen- 
tages for exports to the Western Hemisphere must be raised 
from 125 to 150. 

Such an increase, and indeed more, is an essential require- 
ment if the dollar gap is to be closed. The need is emphasised 
in the discussion of the long-term dollar problem, to which 
reference is made in the following section. But a careful read- 
ing of the Survey, with its references to the part which the 
Government intends to play in the North American export 
drive, leaves an impression that a good deal of optimism has 
informed the figures, and certainly the comment on exports to 
the Western Hemisphere. Not all exporters would agree with 
the implications of the statement that “ national incomes in 
North America are at unprecedented levels, and the prospects 
for increased sales of manufactures are very promising.” In 
this respect, and occasionally elsewhere, events seem to have 
overtaken the Survey while it was being prepared. The major 
effort is needed to increase exports to North America ; it is less 
certain whether British costs and the changing economic 
current will enable the required increase to be made, 


of Payments 


expected. Secondly, the shortage of certain supplies, particu- 
larly of meat and wool, kept total imports well below the pro- 
gramme. Thirdly, the performance of the invisible items was 
much better than expectations. These invisible items include 
such solid and, it is hoped, permanent achievements as increased 
sales of oil by British-owned companies and higher shipping 
earnings, But they also included adventitious and non-recurring 
aid such as the amount received last year under the financial 
settlement with India. 

Given the reservations which emerge from these various 
elements in the external payments account, it is not surprising 
that the Survey should expect the performance in the first half 
of 1949 to be rather less impressive than that for the second 
half of 1948. Nevertheless, the transition from a surplus of 
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£30 million in the second half of 1948 to an estimated deficit of 
£15 million in the current half year would still leave the account 
better than could conceivably have been expected a year ago 
when the United Kingdom had just emerged from the black 
year which yielded a deficit of £630 million. ee 

As the following table shows, any satisfaction that can just- 
fiably be derived from this state of “ overall balance ” must not 
be allowed to develop into complacency. The £30 million total 
surplus for the second half of 1948 is the resultant of a deficit 
of £140 million with the Western Hemisphere (following a 
corresponding deficit of £200 million in the first half of the 
year), surpluses with the sterling area and the OEEC group 
totalling £205 million, and a deficit of £35 million with other 
countries. The forecast for the first half of this year envisages 
a deficit of £115 million with the Western Hemisphere. Thus 
the dollar deficit is falling, but it certainly warrants its elevation 
to the primary problem to be tackled in 1949:— 

BALANCE OF PAYMENTS ON CURRENT ACCOUNT BY AREAS 
(£ Million) 


j 
| 1948 
149 
1947 i jJuly to Dec.| Jan. to June 
| Jan. to June, Provisional Porecast 
i ' 
Western Hemisphere................ 1 —655 | <200 | ‘-240 [| —115 
Cherlin A000 on, navainierre shone + 55 | +65 | + 160 +1530 
GEE GOMER oc ces chee e~tecsres —s 1 +35 1 °+ 6 + 35 
Other commeries ié .od i dees sive. ogee | ori) 5. of ae To oe A 


Sethi itis aiis-keo-wenaeeaed tines | ae Meus we ses 


The balance on current account with all areas for each: half 
of 1948, and a forecast for the first half of 1949, follows :— 


BALANCE OF PAYMENTS ON CuRRENT ACCOUNT wiTH ALL AREAS 
({ Million) 


| 19438. 


| 1949 

| | Jan.-June 

1 _| July-Dec. | Forecast 
Jan.-June Provisional) 


oe acta <<» 


| 
| 
1938 | 1947 


| 
i 
| } 
Payments :— 
Liunports (f.o.b.) :— | 
Food and feecingstuffs ed 719 421 390 426 
Animals an ds ‘ ois 26 il 14 10 
Raw materials ....... 517 DS Sil 392 
Tobacco fa . »D 18 21 2 
Petroleum. ......-.... 78 62 61 A 
Machmery and vehicles 87 29 23 i 21 
Other tmports ........ 34 52 52 55 
teak? 22 EAE {33 | 3542 | s9 | e7z | 960 
seeps phen tep il nnaingemigetrngeitadqintaied tnd —arainim 
Receipts ' 
i:xports and re-exports(£o.b.) | 533 } 1,100 | 730 | 820 910 
lavisibles (net) Lb ai ee de a a 232 i- 189 it 16 i+ 82 4 55 
jh — hahha dng genetical hentai nian pabitinen 
Surpius () or deficit (—) on 
Gurrent Account.......... |— 7 \_ 630 \— 150 \ +. 30 i— 15 
i \ \ 


The invisible items which contribute so much of the 
improvement in the external account deserve closer inspection. 
As the table at top of next column shows, the “ invisibles ” are 
still considerably affected by the overseas expenditure and 
receipts of the Government : — 

Shipping receipts are mounting steadily to fresh half-yearly 
records, and earned {60 million net last year out of total net 
invisible income of £98 million. “Other” receipts (largely 
sales of oil by British owned companies) are becoming an 
increasingly important contributor to the invisible account, and 
their growth is a valuable offset to the fall in net overseas inyest- 
ment income since 1938. 

The capital account shows that the improvement in the United 
Kingdom’s balance with the western Hemisphere has been 
matched by the performance of the rest of the sterling area and 
by the reduction in the deficit of the whole sterling area with 
countries which, though not in the dollar system, have to be 
paid in gold or dollars. The net gold and dollar deficit of the 
whole sterling area amounted in 1948 to £423 million; for 
the first half of 1949, it is estimated at £195 million, an increase 
of £26 million on the corresponding figure for the second half of 
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Invisipte VaYMeNTs ANU Kicuiprs 
(4 Million) 














1948 : 
1938 1947 sen este 
i -June | July-Dec. } fan 
an. anh. 
yes Jan.-June j Tovisional nn 
Payments -— | P 
Government Overseas expen | 
diture -— 1 
Military ...24»as360 do és { sew 197 64 5D 
Relief and rehabilitation | ose 58 13 2 - 
COYMARY « . 400 0 e095) } os 80 12 h 1 
Administrative, diplo- | 
peti OUR. 6idd oF AuOSA | 37 22 19 al 
War disposals and settle- | | 
WES. 6-4 a ote 0 o'see chee } — 121 — 28 }— 59+ 65t 
Other government (net) | 44 - l 4 10 
ee apie nventiiinemening dt 
Petes. (el). on issdoases 16 207 a.) 2 | =a 
Sinalet — 4 cove vtecp vedas ' 80 181 4 9% | 
Interest, profits and dividends | » } 106 56 56 % 
Files (met)* (2.00. cccccdivoces i 7 | 14 } 7 | 3 | 2 
REL .. 6 ene veceuseedoureor 40 | 80 27 i 43 | 0: 
Total Payments ........ 173 588 266 225 282 
Receipis :-— } i 
a 100 | 205 | 123 127 14 
Interest, profits and dividends | 205 | 453 | 78 | 84 81 
SERVE. 5 onl 50s oe dec deseey | 28 21 { 15 20 
Cities (aE, « » 00 ced Uke se 1 72 | 20 j 66 / 16 85 
Total Receipts ......... 495 399 282307 | 3 
dpincnitannsgiteaisiinhancntaiaiipltseatiaiinatiasled vdiadend ee ; 
Surplus (+-) or deficit (—) ..... + 232 — 189 + 16 + 8 it gg 


mn 


* Includes £55 million paid under Indian settlement. ft Includes £45 million received ‘ 
Indian settlement. { Includes £55 million received under Indian settlement, 


1948—an increase mainly arising from gold payments to non- 
dollar countries. Details of the capital account in the United 
Kingdom balance of payments are as follows: 


UK Balance or PAYMENTS—CAPITAL AccouNT 
(£ Million) 














1948 
| 197 ar, te ~~ Jan. to June 
| \July to Dec.) Forecast 
Jan. to June} Drewision | 
- ! | | — 
T—Net Gold and Dollar Deficit :-— | { | — 
United Kingdow............ | 655 | 186 | 15 wi 
Rest of the sterling area.... 202 17 | 9 eels | 
Whole sterling area: net gold } | i ; 
and dollar payments to noa- | } 
dollar countries .........6- ' 167 j 51 35 | a 
| 100 86| 26 | wo} ae 
I1.—Net Reduction in United Kinedom | Be Te) mas 
External Capital Assets :— | | 
Non-sterling area............ ; = 73 | 57 43 
Sterling area........ coe | =299 | —¥2 | — 50 | 
|. 783, |. - es | - 1 
III.—Net Increase in Sterling Liabili- Me ahs E ~ 180 
{18 -— { 
Non-sterling area.........%.. i 3 ~—138 — 108 
Stetling afea... 00... civtesi ik | —145 ' 119 — 84 
Deena settle te Rieiateta aa 
| 12 | —19 «| -192 
Net Overseas DistnvESTMENT ....... 1 630 rr [- 0 | 1, 
ee bf Bi losioai rs rola ai. a 


The Survey devotes much attention to the long-term dollar 
problem. It envisages its solution by a five-pronged attack—to 
promote home production to save hard currency imports; 
expand exports, including oil sales, to areas where they can earn 
gold dollars ; to divert more imports from dollar to non-dollar 
sources ; to promote colonial development to increase the now 
substantial dollar surplus earned by the colonies ; and finally, 10 
assist sterling area countries to make further economies in their 
dollar imports. The Survey emphasises that the object ‘is n0t 
to build up a non-dollar world from which dollar goods are 
be permanently and increasingly excluded, but rather “1 
eliminate the deficit with the dollar world so that the United 
Kingdom can ultimately get back to a normal pattern of world 
trade.” The harsh impact on certain overseas suppliers. of 
a curtailment of dollar imports is recognised (particularly in the 
case of Canada) but the point is made that these restrictions 
are not imposed from choice but are an inescapable consequeme 
of the dollar shortage. These restrictions will be minimised a 
and when exports to North America can be expanded,» © 
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af Investment and Inflation | 
0 Gross capital formation at home in 1949 is not expected to started in 1949 will ultimately cost £40 million, and will require eh 
ow yaty significantly from the actual level of investment last year. about £9 million this year ; other expenditure on education will i 
Si It is put at £2.330 million, compared with £2,352 million in absorb about {10 million. The requirements for the health i 
1948 and £2,040 million in 1947. This is the sphere, however, services is £7 million. The increased requirements for social ‘ 
jn which the basis of estimation is more than usually pre- services may, however, be set against a substantial reduction 
ax carious, as may be gauged by comparing the estimated actual (by £55 million to £420 million) in housing, mainly in conse- 
a investment for 1948 with the “ programme ” for that year. quence of the ending of the temporary housing programme. In 
ai Although total capital formation is expected to decline consequence, virtually the whole of the estimated increase (in 
a dightly, the Survey envisages a moderate further Increase In money terms) in fixed capital outlay is concentrated upon the . 
ia fixed investment, which for the major groups is put at industrial groups. 
sta {1,755 million, compared with {£1,635 million in 1948 and The uncertainties in these various estimates for investment 
= {1.465 million in 1947. The components of this investment, demonstrate how insecure is the basis upon which the Chancellor 1 
3: shown in the accompanying table, are those for which it is pos- must frame his budgetary policy in the hope of maintain- 
aa sible to make fairly detailed estimates ; but in addition it is ing equilibrium in the national economy as a whole. The shape 
estimated that there was in 1948 miscellaneous investment to of the problem which will confront him is shown in the Economic 
us the extent of about £370 million, of which roughly one-third Survey in the combined capital account reproduced below. 
= consisted of machinery and equipment "end the remainder of ComBINED CapitaLt Account, 1947-1949 
abled constructional work. It is assumed that this miscellaneous ({ Million) 
mm, greup will make similar requirements in 1949. On this basis, —$—~— tain 
- Ss therefore, the aggregate gross fixed investment would be about 8S | £eg 
na {2,125 million, compared with £2,005 million in 1948. The Sums Set Aside | 1947 | 1948 3° Capital Formation | 1947 | 1948 gee 
ws difference between these estimates of fixed capital investment S38) $33 ‘ 
one and those for gross capital formation (£205 million in 1949 and 9 ————-__|—_ | FS | ae miss ! 
United EstimATED Gunes ine enn: Se Kincpom, our He 427| 415 nt 2,040 2,352 | 2,530 ) 
({£ Million)* eet encag | pa aN 3 rea Repel ta 42g as oh 
_ - rei a tam reserves...... 40; 80) 45 } 
1947 | 1948 | 1449 eet oe 750| 825| 900 
apetiiatiphasihenosnmie siesta sities Undistributed profits | 405; 540' 575 
———— — és as Personal savings* ... 250 | 211 210 | Re 
1949 $5 | Total | struc-} Plant | Total strne- | Plant Total Total :-— pg Total :-— : i 
ite tion tion Sums Set Aside ., | 1,410 2,232 | 2,330 Capital Formation. | 1,410 | 2,232 | 2,330 i 
Forecast (ances er nr oe aa ao ye ee = fpnererioarenenesamneremasttigrasmeeeniiie~attpegeees a - . } * —_—— ; 
= | seen: [ «| @[ =] @) | ae ele ae ee ro | 
is Siliies, tonewe cnt gs ee ee 2 “3 This reveals, as had been expected, a large increase in undis- : 
. Other miusivies 7222. | 98] 208] 370 | 100] Sent o40s os | 480 tributed profits of companies in 1948, but envisages only a 
Cy ee eee he at ee Te 420 Moderate further rise in the current year. Depreciation provi- 
1% ee eryices.. | 40) ... «| Sj - 1 sions are expected to rise by another {£75 million to 
| wT a eee ed so; 55] 5] 60 £900 million; this increase, however, merely reflects the 
relandt ..... 15 5 20; 20 5 25 A din 
Dt eas | eo ines ais | 20 1635 | oy geen bigger initial allowances granted under the 1945 Act when 
a Lt Sb tt Ss replacement takes place at current high prices. 
* At current prices in 1947 and 1948, and for 1949 at 1948 prices. f Excluding investment The surplus of public authorities in 1948 is put at £427 
im agriculture and some smaller items included elsewhere. } Excluding misceilaneous aide So fe 
+ 10 fixed investinent, re million and it is eytimated that, at present tax rates, the corres- 
£347 million in 1948) represent estimated additions to stocks ponding surplus for 1949 would be £415 million. This 
and work in progress, and certain miscellaneous items. It should represents the saving which the public would have to make com- 
be noted, too, that changes in stocks are computed after allow- _pulsorily through the medium of the Budget (and through other 
Ls, ing for Government realisations of surplus stores. Additions public authorities) unless voluntary personal savings rise above 
pee aA to stocks and work in progress in 1949 are apparently expected _ last year’s estimated figure of {211 million. As any perceptible 
n dollar to be rather less than those for 1948, when the indicated change increase seems improbable, the implication is that, to sustain 
ack—to was about {400 million. Of the increase of £312 million in  disinflation, the Chancellor would need a budget surplus of 
rts 3 0 total capital formation in 1948, about half was due to higher approximately the same size as that realised last year. It 
an earl Ptices; but it is stated that, im real terms, fixed capital forma- deserves to be noted that the £427 million surplus shown for 
n-dollar tion in 1949 is not expected to be “ much above ” that for 1948. 1948 excludes the “transfers to private capital account” (i.e. ei 
the now Survey also remarks that “ past experience has shown that, war damage, EPT repayments and doctors’ compensation). If Ue 
nally, to however carefully estimations for work to be undertaken may _ these items are treated as part of the surplus, as they were when ip 
in their be drawn up, investment actually achieved will, in some cases, the forecasts were framed twelve months ago, it will be seen ne 
t is. not be less than the Programme.” that the estimated realised surplus for 1948 was £606 million, iN 
s are 1 Subject to this proviso, a high proportion of the fixed compared with an original estimate of £400 million. It is under- ike 
er, “to capital formation of the main groups is expected to be absorbed stood, however, that a large part of this difference reflects an ba 
United by fuel and power, the programme for which is raised by £55 adjustment of the figures to exclude from the revenue account of ‘| 
of world million, compared with an increase of £35 million in 1948. The _ public authorities certain capital expenditure previously included in 
sliers of estimate for transport is increased by £5 million, that for agri- as current expenditure. ; ay 
y in the culture, etc., by £10 million, and “other industries” by £45 What conclusions are to be drawn from these various esti- 
trictions million (of which {£16 million is for iron and steel). Defence mates? To answer the question it is first necessary to set the, 
equence and administration will require an additional {10 million. A figures in the framework of the national income. The total, 
nised 3 very large increase is envisaged in expenditure for the social resources available for use in this country in 1949 will, if the 
ately Rivices, principally for education. Projects for schoo!s to be estimates are valid, receive no supplement from net assistance 
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from abroad. That is the first consequence of the extinction of 
the overseas deficit. The national income im 1949 is ‘expected 
to increase by 3} per cent from {£9,675 miflion to the round 
figure of £10,000 million. The figures allow for some modest 
increase in consumption (and probably a greater increase in con- 
sumers’ satisfaction than the rise in the money figures) from 
£8,004 million to £8,200 million for personal consumers and 
from £1,914 million to £2,040 million for the Government, 
leaving gross capital formation unchanged, despite the increased 
allowance which is made for depreciation. The estimates of the 
use of the nation’s resources are given in the following table: 


NATIONAL RESOURCES AND EXPENDITURE 
(£ million) 


| 

i Forecast i Forecast 

Hor 1949 \for 1949 
Resources | 1947 | 1948 [tend | Expenditure | 1947 } 1948 | al end 

| | 1948 | 1948 

i | | prices | t prices 

| { ' | | 

National Income j i | Domestic FExpendi- j | 
of the United | | ture om goods and | | ' 
Kingdom ..... 8,725 | 9,675 10,000 services al market ‘ 

| } 1023 i-— 

Provision for d aos 1 7,465 | 8,004 8,200 
pr n and | | } Government .. | 2,069 1,914; 2,040 
maintenance... | 750 825} 900 Gross capital | 

j formation... | 2,040 | 2,352 | 2,330 

Net loans and gifts | i —————— ————— —_- -— 
irom abroad and | | DER swine 11,574 | 12,270 12,570 
sales of foreign | | Subsidies ........ | 434 515 515 
eee 630 120 less Indirect taxes. '—1903 |—2165 ~—2185 

Total resources | Total resources j | 
available for use available for use } 
at home ...... 10,105 | 10,620 | 10,900 | at home ........ 10,105 | 10,620 | 10,900 


— 


These estimates for 1949 make no allowance for possible changes 
in prices in 1949. That does not mean that the problem of 
inflation is thereby solved. The provisional answer to that issue 
is to be sought in the combined capital account above. 
In some respects these figures may be optimistic (for instance in 
the expected further increase of profits put to reserve). It is 
difficult indeed to deny the broad conclusion of the Survey about 
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disinflation (it “ has not gone very far ”) and about the continued 
difficulty of financing even a lower volume of real investment in 
1949 than in 1948, when the deficit did part of the job, “Qp_ 
balance,” the Survey claims, “the total of personal saving by 
individuals and Government surplus needed to Prevent any 
increase in inflationary pressure may be about the same as Jag 
year.” 

The Survey concludes with four aims: to export more to 
North America; to increase production further ; to reduce 
costs ; and to fight inflation, It admits that the shift of resources 
and exports to overcome the dollar deficit is by no means com. 
plete, and it counts on greater productivity per head in industry, 
since planning for labour has been tacitly abandoned 
Increased productivity is primarily a matter for industry: 
“ what the Government can do is mostly indirect.” Both sides 
of industry are therefore exhorted to take an active part jg 
introducing improvements. 

The Survey cannot, of course, pre-determine the Chancelloe’; 
budget on April 6th. But its figures point unmistakably in ope 
direction. If Sir Stafiord Cripps is determined to continue 
and reinforce his disinflationary policy, radical concessions ig 
taxation will be out of the question. Whether the figures are 
themselves a realistic anticipation of what is likely to happen 
in 1949—as distinct from what the Government would like to 
happen—is another point. Perhaps the most radical 
between this year and last is that whereas planning then had 
meaning because the task of resisting inflation was a world- 
wide problem from which Britain could not escape, this year 
there are cross currents between rising deflationary forces in 
the world and continued inflationary pressure at home. To 
resolve this opposition of forces will be the biggest economic 
task of this country in 1949. It will not be made easier by the 
Survey’s bare recognition of the emergence of a new economic 
trend in the world, and its failure to measure possible conse- 
quences upon the British economy. 


Business Notes 


Markets and the “ Survey ”’ 


Investors were quick to seize the implications for Budget 
policy of the Economic Survey. The drift of the argument for more 
disinflation now has the proof (if that is the right word) of 
assembled statistics which, for all their uncertainty and liability 
to error, point to the need for a repetition of the same dose. If 
the total of personal savings and government surplus needed now 
is in fact about the same as last year, there can be no room 
for tax concessions on the scale which would be necessary to 
inspire new life into equities. 

In consequence, the bears had a clear field for the first day of 
the new account, and the result of their operations was to depress 
the Financial Times index of industrial ordinary shares to 111.2 
on Wednesday, within a point or two of the intermediate “ lows ” 









Commercial Bank of Australia 


ESTABLISHED 1886 


Assets Exceed Aust. £100,000,000 


339 BRANCHES AND 198 AGENCIES PROVIDE 
COMPLETE BANKING AND EXCHANGE FACILITIES 
THROUGHOUT AUSTRALIA AND NEW ZEALAND 


Qonvopandmes Invited 
London Office : Head Office : 


12 OLD Yt, 335-9 COLLINS STREET, 
LONDON, E.C.2. MELBOURNE, C.1. 











Uncerporated in Victoria: 












in February and July last year, and only seven points higher thas 
the “convertibility low” of 104.2 in September, 1947. 
the weakest groups were brewery, store and motor s 
in their various ways reflecting not so much the neat balance of 
forces which is suggested by the Survey as the fear that in their 
particular cases disinflation at home and abroad had already ~ 
a long way beyond comfort, and that the prospect of cuts im 
duty and purchase tax had receded, “ys 
At the same time, investors seem to be in process of revising 
their yield requirements on equities—a pointer which suggests 
that, if, and when the market turns, the recovery may well be of a 
strictly limited character. Leading equities have long been sus- 
tained on a low yield basis in the expectation that high earnings 
would eventually be reflected in higher dividends. Now that the 
trend of profits appears to have turned downward, and industry 


The MERCANTILE 
BANK of INDIA 


LIMITED. 
Head Office: 15, Gracechurch St., London, E.C3 












Branches and Agencies in India, Pakistan, Burma, 
Ceylon, Malaya, China, Mauritius, Siam. 


EVERY DESCRIPTION OF BANKING 
BUSINESS TRANSACTED. 








Trusteeships and Executorships Accepted 


es es.8. 


| 


| FPPSSPEESFESESEES uF 


BRE 


<a 
“ 


)} EF 


iL TH cre | 





2 


FEsOsk 


BERS EGR es 


= 
5 





THE ECONOMIST, March 19. 1949 


still is short of capital, these expectations are wilting. An average 
yield basis of 44-5 per cent would still leave room for “ blue 
chip.” yields of a somewhat lower size, but the process of revising 


the expectations for the highest grade investment equities will not 
leave them unmoved. Is the disinflationary gloom cast by the 
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* Ex dividend. 


Survey of significance for the gilt-edged market ? Wednesday’s 
improvement suggested that it might be. But both sections of 
the market will be more immediately conditioned by the approach 
and disclosures of the Budget. 


* * x 


Trade offer to Russia 


The President of the Board of Trade, Mr Harold Wilson, 
has made another attempt to reopen negotiations with the Soviet 
authorities for a new trade agreement. When the British Govern- 
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ment made an earlier suggestion to. purchase more coarse grains 
from Russia, the Soviet, Government’s reply expressed dissatis- 
faction with the previous agreement, Russia claimed that it. had 
fulfilled its obligations by shipping the full. amount of 750,000 
tons of coarse grain by September, 1948, whereas the British 
Government had failed to keep its side of. the bargain to secure 
for Russia the necessary manufactured goods on satisfactory terms. 
In fact, the British Government undertook. only “to afford all 
possible aid for ensuring that the contracts ... shall be signed 
in good time and carried out by the prospective dates of delivery 
specified in the schedules.” There was no question of securing 
satisfactory terms for the Soviet Union. Russia has placed con- 
tracts for only £3,000,000 to £4,000,000 out of an agreed total of 
£20 million. It has in addition contracted for a further 
£15 million of goods not specified in the agreement ; the British 
Government helped in the placing of these orders although it 
was under no precise obligation under the trade agreement to 
do so. In any event, the underlying premise of the agreement 
was greatly modified since Russia bought during 1948 large 
quantities of raw materials, in particular wool and rubber, from 
the sterling area. 

Nevertheless, the Russian authorities appear to be insistent that 
any future trade agreement must be a direct barter of manu- 
factured goods against grain, with shipments balancing each other 
within an agreed period. Visible trade between Russia and the 
sterling area last year approximately balanced. Britain agreed 
to open negotiations for balanced trade in 1949, provided that, 
although the United Kingdom could not commit the sterling 
area in any such barter arrangement, the balance of trade between 
the two countries would take into consideration trade between 
Russia and the outer sterling area. The Russian reply to this 
proposal is still awaited. 

If the Soviet Union were to accept this basis for discussion, there 
would be scope for an agreement. Britain is still mainly interested 
in coarse grains and also wheat and timber from Russia. Soviet 
production of barley in 1948 is estimated to be 20 per cent larger 
than in 1947, oats 10 per cent larger and wheat only 2 per cent 
larger. Russia should, therefore, be able to send at least the same 
quantity as last year without much difficulty. On the British side, 
too, delivery dates have shortened appreciably in the past twelve 
months, so that the delay between the placing of contracts and 
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GREAT 1S THE INTEREST 


In anticipation of the large and widespread interest in‘ THE FUTURE 
OF THE STOCK EXCHANGES’, the print order for the March issue of 
THE BANKER was nearly doubled. It was quickly sold out, but 
has now been reprinted and those who intended to get a copy may 
now do so by ordering immediately from the Publisher, 72 Coleman 
Street, London, E.C.2. Price 2s. 6d. post free. Eight important 
articles : 
CHANGES “ON CHANGE” by The Editor 
THE STOCK EXCHANGE AS A NATIONAL INSTITUTION by T. R. Maguire 
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shipment should be considerably reduced. But the main question 
this year is prices. Last year Britain paid dearly for Russian grain 
at peak Chicago prices, although the Government would not 
admit this fact. Grain prices, however, are now very much lower, 
with American quetations for barley and oats down by some 
40 per cent. In contrast, prices of manufactured goods, especially 
capital equipment, have still been rising. Russia would no doubt 
try to drive a hard bargain, particularly if negotiations were con- 
ducted as strict barter. Although Britain could still make good 
use of Russian grain, the need is less urgent than it was. This 
year British farmers will be allowed to retain as much barley, 
oats and mixed corn as they wish and 25 per cent of the wheat 
as well as tailings and offals. There are also prospects of larger 
supplies of feed grains from Australia and other sterling sources. 
Britain, therefore, is in a much stronger position to resist any 
excessive demands from the Russian side, and any weakness in 
negotiation would not be treated so lightly as it was last year. 


* * * 


Chairmen’s Points 


The chairmen of a varied selection of industrial companies 
have been making particularly pertinent comments On present 
uncertainties, Three of them bring the present level of taxation 
in its numerous guises under fire. Sir Francis Lindley, of Meux’s 
Brewery, tells how his forecast for 1948 went astray following 
the rise in the Beer duty last April. Sales of the group declined 
by 19 per cent during the year largely as a result of the increase 
in duty. Sir Francis says that “the long-suffering public has at 
last got sick of paying a fantastic price (a direct consequence of the 
high duty) for an unsatisfying beverage.” The dependence of the 
brewing industry on Government policy gives point to his hope 
that “ the Government will come to its senses before it has killed 
the goose which lays golden eggs.” Consumers of beer will 
concur, but will the Chancellor do so? Beer sales in January 
and February “show no sigus of picking up.” 

Mr Sydney S. Guy, of Guy Motors, takes up the familiar point 
of the drain of income and profits taxes on industry’s resources. 
In the year to June 30, 1948, taxation absorbed £100,000 cf the 
company’s total profit, leaving £89,000. including £30,000 reserve, 
to be retained by the company. Mr Guy states that such high 
taxation “is bad for any industry, sapping the very roots of a 
company’s financial strength.” He proceeds with an illustration 
that normal depreciation allowances on plant worth {£70,coo in 
1938 are insufficient by some £84,000 to replace this plant at its 
present day cost of £154,000. To make up the deficiency two 
courses are open. Either the money is borrowed from the bank, 
a course which is considered imprudent by his board, or it is sub- 
scribed by “those much maligned capitalists” whose response 
will obviously depend on the net profit and dividend record of the 
company. This he says “explodes the fallacy that is dustry can 
run without profits and unless the burden of iaxation is reduced 
British industry will be unable to keep up to date its plants and 
methods.” His final word on taxation is that “if the amount 
of taxation were halved the immediate effect would be an appreci- 
able reduction in the price of the company’s vehicles for export.” 

In his annual speech Sir Richard Burbidge, the chairman of 
Harrods, gives the following example of the dual effect of import 
duty and purchase tax on the price of goods, 

We recently purchased certain articles in Paris for £65; import 
duty and purchase tax with uplift on these goods amounted to £150. 
The articles when put on sale were certainly dear, but whose 
fault was it? Is it not obvious who is responsible for the high 
price of goods ? 

This example indeed speaks for itself. 


Gold and Exchanges 


South African Gold Loan 


The Exchequer Return covering the week to March 12th 
shows a rise of £5,000,000 in issues for the redemption of external 
indebtedness. This movement reflects a repayment of the 1948 
South African gold loan by that amount. This has been officially 
confirmed by the announcement that the South African Govern- 
ment has requested and obtained from the British Government 
repayment in sterling of a portion of the £80 million lent in gold 
last year. This loan was made for a period of three years. The 
agreement provided for repayment in actual gold in 1951. It 
was also provided in the agreement that South Africa might claim 
repayment before the due date with the object of preventing the 
Reserve Bank’s gold holdings from falling below £100 million. In 
that event, however, repayment was to be accepted not in gold 
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but in sterling. The South African gold reserve fell below the 
stipulated £100 million figure not long after the loan was made, 
but it is only within the last few weeks that the Reserve Bank’ 
holdings of sterling have ebbed away to a point at which ig 
reinforcement has been called for by a partial repayment of the 
gold loan. The delay which has occurred in calling for repay. 
ment of this obligation is probably accounted for by the 
entertained by the South African authorities that their exiguoys 
sterling reserves would be eased, first by borrowing in the Londog 
market, and secondly by the severe cuts in imports from sterling 
countries. 

The hopes of raising money in London, mainly through 
municipal loans, have had to be abandoned. The authorities ig 
this country have not looked kindly at these proposals, if only 
because South African municipalities would have to offer fairly 
attractive terms in order to induce British investors to respond tg 
their appeals. This might have reacted unfavourably upon the 
whole level of gilt-edged values, by exerting an effect wholly out 
of proportion to the amounts involved. The cuts in imports will 
ultimately ease the strain on South Africa’s sterling, but the 
immediate announcement of their coming into force was inevitably 
to cause an acceleration in British exports to South Africa to beat 
the dead-line. The immediate result, therefore, was to concen- 
trate, into a comparatively short period, pressure on the remaining 
South African reserves which normally would have been spread 
over a much longer time. In consequence, the South African 
authorities have been compelled to take what must for them be 
a distasteful course of falling back on the reserve represented by 
the £80 million gold loan. From the British point of view there 
is every advantage in repaying a gold liability in sterling. This is 
not the only advantage which Britain gains by this operation, The 
sooner the £80 million is repaid, the sooner a position will be 
re-established in which South Africa will again be compelled to 
ship gold from her current production to Great Britain in order to 
finance the Union’s deficit with the rest of the sterling area. 

Meanwhile, the South African Government is still coming oaly 
slowly and reluctantly to the measures necessary to restore equill- 
brium. The Budget, introduced last week, merely rectifies the 
error of tax reduction so imprudently conceded last summer: the 
surcharge on income tax, which was dropped then, is now 
restored. And that is all. 


* * * 


US Gold Policy 


_ The United States Treasury has thought fit to define its own 
attitude to the problem of differential gold prices at this time 
when the principle of a uniform price is under such heavy attack. 
The Acting Treasury Secretary, Mr William McChesney Martia, 
made this statement of policy in a letter to Senator Magnuson, 
who represents Washington, one of the states in which gold is 
produced in the United States. The Senator had asked the 
Treasury to state its attitude on proposed legislation to permit the 
sale of domestically mined gold in an open market. In his answer, 
Mr Martin said that the object of such legislation would be 
to provide for the sale of domestic gold at a price above the 
official monetary value and that, therefore, it would be contrary 
to the basic policy of the Government. He added that to allow 
two prices to be quoted for gold would cause monetary dis- 
turbances which might contribute to public loss of confidence 
in the dollar and aggravate inflationary pressures. The proposed 
legislation, therefore, would seem to stand little chance of being 
enacted. 

It should be added that in all its official operations the US 
Treasury has adhered very sternly to the “one gold price” rule. 
There is, however, an active market in manufactured gold ia 
the United States in which the metal is quoted at around $4 
an ounce as compared with the official price of $35. The margia 
between the two represents the artificial but rigidly maintai 
20 per cent charge to cover the cost of manufacture which is 
imposed by the firms which handle the bulk of this business 
in the United States. Some of this gold is unquesti 
exported, remelted, and sold in the Near and Far Eastern 
markets to satisfy the hoarding demand for the metal. «Much 
of the available evidence on the origin of the gold which 
its way to these free markets suggests that a considerable pr- 
portion of it comes from the United States. It should be added 
that though British manufacturers could work well within the 
20 per cent margin imposed by those in the United States and 
could, therefore, offer gold in the United States at less than the 
$42 figure, they are not allowed to do so by the authorities 
in this country. 
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Muzzling the Gold Market 


“ Jhe annual Bullion Review for 1948, published by Messrs, 
Montagu & Company, has some hard and bitter things 
jo say about the manner in which the London gold market has 
muzzled during the past year. It recalls that at the end 
of 1946 the Bank of England gave permission to London dealers 
1o act as intermediaries in gold transactions between principals 
outside the sterling area, even at prices showing a premium over 
the official US Treasury price. This permission was withdrawn 
in July, 1947, at the instance of the International Monetary Fund, 
“but not before the skill and long experience of London operators 
had earned a not inconsiderable sum of dollars for this country.” 
This type of activity has remained at a complete standstill during 
the past year. Exports under the Float Gold Scheme were 
drastically curtailed during 1948. Again at the behest of the 
International Monetary Fund, the Bank of England from the 
beginning of the year refused to grant any export licences for 
processed and semi-processed gold to those countries, including 
hard currency countries, whence it was considered that there was 
achance that the gold might be diverted to other than commercial 
ses. 

Gazing with wistful eyes on those active overseas centres where 
the IMF flag is not so firmly nailed to the masthead, this is 
what Messrs. Samuel Montagu & Co. see and report. Free market 

rchases after devious journeys and the use of varied and often 
incredible devices to evade the import ban, mostly end up in 
China. Other countties of the Far and Middle East have also 
absorbed a fair quota. The free internal gold market established 
in France has attracted a constant stream of smuggled supplies 
from neighbouring countries. Included in these are replicas of 
Latin Union and other gold coins, including sovereigns, which 
are being struck without authority in certain European countries 
to meet a keen demand. The total amount of gold dealt in 
vatious “off-white” markets in 1948 is estimated as between 
3,500,000 and 4,000,000 ounces. Supplies appear to have 
come mainly from prewar hoards, but there has also been 
asteady flow of newly mined gold from South American countries. 
The prices for this free gold have ranged around $45 an ounce 
in the original transactions, but quotations increase with each 
intermediate stage in the gold’s journey to the East, and the 
ultimate purchasers pay up to §0 per cent in excess of this figure. 

Messrs Samuel Montagu are not averse to giving the Inter- 
national Monetary Fund some good advice on gold policy. They 
point out that to ban dealings in gold at a premium is tampering 
with symptoms. In fact, the hoarders’ appetite is whetted, 
the free price goes up, and the discipline which the IMF should 
impose on its members is further undermined. The solution 
suggested in the review is to free the London and New York 
markets for sales of gold at a premium and to allow producers to 
silat least part of their output at the free prices. This would 
bring down the free price and slow down the tempo of the 
hoarding demand for gold. There may be serious doubts and 
reservations about this proposed course of action. But unless 
the IMF makes a more positive move in this matter the 
self-restraint of member countries may be tested beyond breaking 
point—as instanced by the toleration of a free market in France, 
the suggestions by France and Belgium that part of the gold 
produced in their currency areas should be sold at free market 
priees, and the search by most Commonwealth producing countries 
for formulae that will enable them to reap some benefit from the 
fee market without direct infringement of the Fund’s wishes. 


gold coins—namely, for 25 and 50 francs. , 
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Swiss Franc Parity , 
_ . The Swiss Federal Council has been asked to enact legisla- 
tion which will restore a fixed gold parity for the Swiss franc 
as from January 1, 1950. When the Swiss franc was devalued 
In 1936 it was given a variable parity that could range between 
the extremes of 190 and 215 milligrams of fine gold. The. Swiss 
authorities followed the precedent set by the United States in 
setting limits within which the parity of the currency might vary, 
thus putting the currency on a “twenty-four-hours gold stan- 
dard.” As in the United States, no use has been made of 
this elasticity and the Swiss franc has throughout been 
quoted at rates indicated by a gold parity of 203.22 milligrams 
of fine gold. This is the parity which is to be made definitive 
through the new legislation. It will make the kilo of fine gold 
worth 4,920 40/63 Swiss francs. The proposed legislation also 
gives the Swiss Government power to mint two new types of 
These are to replace 
the existing coins of 10, 20 and 100 francs. The new coins are 
not to be put into circulation “until the international economic 
and monetary situation permits ”—which may be a long time. 


Exports and Trade 


Trends in Trade 


The high level of exports in January was not maintained last 
month. Exports declined by § per cent if allowance is made tor 
the shorter working month, although they were still 4 per 
cent higher than in December. The provisional figures published 
by the Board of Trade last weekend gave the value of exports in 
February as £140} million compared with the unprecedented 
figure of £159 million in January. But imports also declined 
sharply, and were, in fact, the lowest since the end of 1947. 
The total value in February was £162 million against £187 million 
in January ; thus the “crude” trade deficit was reduced from 
£23 million in the previous month to less than £17 million. This 
balance was the smallest recorded since July, 1946. The “ crude ” 
trade deficit for the first two months of the year amounted to only 
£40 million against £68 million in the same period of 1948. 
If the value of imports is reduced by Io per cent to bring them 
on to the same f.o0.b. basis as exports and re-exports, the net trade 
deficit for January and February combined amounts to only 
£5,000,000—an annual rate of £30 million, compared with a net 
visible trade deficit for 1948 of £218 million. In fact, in 1948 
the f.o.b. value of imports was ‘as much as 1§ per cent less 
than the official c.i.f. value. 


The portents are favourable, but not even the most confirmed 
optimist would expect this trend to be maintained throughout the 
current year. The official forecast for the first half of 1949 pub- 
lished in the Economic Survey shows a net visible deficit of {50 
million at the end of June. For the past three months at any 
rate there has been no worsening of the terms of trade, and there 
are moderate hopes of a slight improvement during the current 
year. Much, however, will depend on the annual revision of the 
food contract prices. Both Australia and Argentina are asking 
for higher meat prices, and Denmark has already put forward a 
case for a higher price for butter. On the export side, difficulties 
are already being encountered in certain overseas markets, so that 
on balance the Government’s estimate for the first six months 
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may well be realistic enough. More important is the dollar 
deficit which for the first six months of this year is forecast at 
£110 million for visible trade alone. There is little indication that 
this balance can be reduced within the period. 


* x *x 


Difficulties in Car Exports 


The motor industry has begun to show anxiety about the 
prospects of keeping up the export drive in the teeth of trade 
restrictions in many of the overseas markets, and suggestions 
have been heard that it may be time for the Government to 
consider relaxing the high export quota for passenger cars. All 
of the three main factors limiting exports which are mentioned in 
the Economic Survey apply in some. degree to the motor 
industry: the difficulties of supply, the restrictions imposed 
by importing countries which are getting short of sterling, 
and the difficulty of finding enough buyers at present 
British selling prices ; in the last mentioned, foreign competition 
plays an increasing part.. In the Commons, Mr Edelman, a 
member for a motor manufacturing constituency, raised the subject 
last week, and asked the Minister of Supply whether he would 
temporarily reduce the export quota and allow orders for the 
home market to be fulfilled. Mr Strauss replied that the matter 
was being considered in the light of representations made by 
the National Advisory Council for the motor industry: “ We have 
to be careful,” he added, “how much of our export production 
is devoted to home purposes.” 

The motor industry’s statistics show that the export trade in 
passenger cars was flagging at the beginning of this year: exports 
in January fell by 800 to 19,300 cars. In the production figures 
the same fact shows more strongly: of a total output of 28,600 
cars in January, only 18,400 were produced for export. It is true 
that exports of commercial vehicles and agricultural tractors in- 
creased, but the trade in agricultural tractors has experienced a 
setback since then. 

The Ministry of Supply’s rule that 75 per cent of British 
passenger car production must be exported is seen from the 
January figures to be threatened. In so far as it arises from foreign 
import restrictions, trade negotiations are perhaps the best answer 
to the threat. The motor manufacturers point out that most of 
the European markets restrict their tmports of cars, either quanti- 
tatively or by imposing a maximum price. This is not new, and 
it is doubtful whether such restrictions have increased in the 
past year. They have, however, shifted from country to country ; 
thus they make it difficult for markets to be steadily developed, 
and they require from the trader an uncomfortable vigilance. As 
payments difficulties restrict some markets, however, it is possible 
for trade negotiations to expand others ; this was done with Brazil, 
and it may still be done with Argentina. 

No doubt it would be unwise—and indeed impracticable—in 
these conditions for the Ministry of Supply to insist too rigidly 
on its quota. To keep export policy flexible is, however, quite 
another thing from relaxing it all round. As the success of par- 
ticular models shows, there is no reason to suppose that the limits 
of what can be done in the motor export trade have been reached ; 
still less can the country afford any significant increase in pro- 
duction for the home market. 


* * * 


Competition from Japanese Textiles 


The American command in Japan has been criticised for 
concentrating-on Japanese textile recovery to the neglect of other 
industries. American policy is, infact, designed to diversify the 
Japanese economy, and it is credited with the intention of reducing 
the share of textiles fromthe’ prewar 66 to about 55 per cent of 
total exports. But as-Japan has lost.her largest market (the 
Chinese), the total potential market has been greatly reduced. 

Complaints that British exports are méeting price competition 
from Jppanese textiles are reaching the Board of Trade more often. 
Trade ‘figures show that the yardage of Japanese textile exports 
is still small, but there was a sharp increase in December. The 
volume is not likely to grow much while the number of spindles 
in operation is limited to 2,500,000 Compared with 8,000,000 before 
the war, but limitation of spimdles-is not likely to be permanent 
and some arrangement must be. made for fitting a Japanese textile 
industry into world trade...To this end Sir Raymond Streat, 
chairman of the Cotton Board, has been negotiating with American 
manufacturers for the organisation of a joint Anglo-American 
mission to Japan. Its object would be a first-hand study of the 
Japanese cotton industry as a pr:liminary to discussing its future. 

The absence of a single body speaking for the American cotton 
industry prevented the Cotton Foard delegation from making any 
definite arrangements. They now await the outcome of discus- 





THE ECONOMIST, March 


slons between leading American manufacturers whose 
interest in exports will (it is hoped) encourage them to co-opern.” 
Many American cotton manufacturers depend on the last 10 per 
cent of output to earn a profit, and as it is generally agreed 
that home demand has reached its limit, fluctuations jin export 
sales will immediately react on profit margins. 

So long as it is more profitable for Japan to export spindles to 
India (where Japanese competition has recently led to ¢ . 
of orders for British textile machines), Japanese productive . 
in the cotton industry will not rise much above its present joy 
level. Competition in this field is in fact causing less immedigg 
concern to British manufacturers than in rayon and wool. «It js 
recognised that only the Japanese can sell to the lowest-priced 
cotton markets, although their absence may have turned these 
markets temporarily to British and American goods. But reports 
on the rayon trade show that some Japanese piece goods are selj- 
ing at prices far below those for British goods of compatable 
quality, and the increasing volume of cheap woollen cloth appear- 
ing in South Africa has led to a visit to Japan by a British wool 
mission to discuss raising the minimum prices, 
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The position may ease when a dollar-yen rate of exchange is 
established. The present arrangement by which the American 
authorities fix a minimum dollar export price in terms of what 
they judge to be world prices, and a home price for the manu- 
facturer in yen, has meant that some industries, particularly 
ceramics, are working on an effective rate of 550 yen to the dollar. 
It is expected in London that the new rate will be fixed at some- 
thing between 300 and 350 yen to the dollar. 


* x * 


New Offer for Wheat 


The exporting countries at the wheat conference in Washing- 
ton are making a determined effort to secure an agreement, and 
when their final offer proved unacceptable last week, a new 
“final” offer was made at the weekend ; it originated, like.is 
predecessor, from Canada. The annual export quota has bees 
reduced to 505 million bushels and the maximum price has been 
maintained at $1.80 a bushel... But the exporters have. offered 4 
new minimum price of $1.40 for the first season, declining by 
10 cents for each subsequent season*so that in the fourth season, 
the minimum price will be $1.10. With the prospects of furthet 
bumper crops this summer, exporting countries are naturally 
eager to get a long-term contract for their supplics. Importers, 
on the other hand, also viewing prospective supplies, feel that 
even this offer is no improvement at all on last year’s agreement 
under which the maximum price was $2.00 a bushel.and the 
minimum $1.50 declining to $1.10 in 1952-53. And wheat supplies 
were short last year. On considerations purely of supply and 
demand, the new (price range’ should: be: lower, 3. 

The final (ghd decuuiehs hodever, 4re-likely to be political and 
the importing countries may find little alternative but fo accel 
this further “ final”. offer,. Nevertheless, the real importance @ 
the wheat agreement lies in the fact that it is the first postwif 
commodity agreement, and too much concern with short-teat 
advantages may prove to be mistaken. Stability for primal 
producers is desirable, but may prove an illusion if it 1s secured 
largely at the consumers’ expense. It would be preferable to 
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tion which is equitable to both producers and consumers even harper ri “ ke 
without bringing political pressure to bear. : r tise compared with prewar, but postwar British 


, ; , prices are duty paid and cover delivery to works. ice 
Another point which has arisen is the proposed reduction of  Jead Hahdined taredy 4 months at itis peak of 3 ‘aaa - 
the total annual quota to §0§ million bushels. In such an agree- Scrap metal prices were already weakening before the end of 
ment Russia would be allotted no more than §0 million bushels— 1948 and premiums above the official quotations for prompt 
ff as much. Yet from the outset the Soviet delegation made it delivery were disappearing. Since the turn of the year, sellers 
clear that they wanted an export quota of too million bushels. of lead had difficulty in finding buyers at 214 cents. : 
It is also not known wera the eae delegation will accept World production of lead last year is believed to have expanded 
the new price range. | t east the Russian reactions will give — by nearly 15 per cent over 1947, despite reduced output in Mexico 
an indication of their _bargaining position should the Soviet — Jgst March owing to labour troubles. In contrast, domestic ship- 
guthorities accept Britain’s new offer to discuss another trade ments in the United States declined by 10 r cent during the 
agreement. If Russia withdraws from the Washington conference, ea . 
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priced its allotted queen would no doubt be readily absorbed by the 6 per cent, ai ae nia ue ere ish ae Cuolk 
| these other participating ¢xporters. ton until January of this year. America accounts for about 40 
eats k * * ee of the world’s total consumption, and any significant . 
re sell- cline in consumption in that country will be quickly communi- 
parable Jurn in Base Metals? cated to the world market. Last rene Britain Taienaas 161,000 
1PPear- The first major sign of a weakening in the non-ferrous metal tons of lead of which 96,000 tons (60 per cent) came from 
h wool market came last week when the American price of lead was Australia and a further 43,000 tons from Canada. As British 

reduced by 2 cents a Ib, to 19} cents—a fall equivalent to £11 allocations are made quarterly, the British price is unlikely to 
aton toa new price of £108 per ton, Since then, one American _ feflect the fall in New York until the beginning of April. 
firm has cut its price by a further 1} cents to 18 cents a Ib. (£100 Is the lower lead price a portent of falling prices for other 
a ton). Lead has been the scarcest of base metals and last year base metals? The tin contracts run until next June, and no 
hie the New York price rose from 15 cents a Ib. in January to 17} price change can be expected before then. In the meantime the 
cents in April, then to 19} cents in August and eventually to 21}. Tin Study Group will have met, and if a community agreement 
cents in November. At the close*of the year lead cost five times is arranged, new price schedules wil be embodied in it. World 
13,955 more than before the war. By January of this year the British supplies and consumption, however, suggest the strong possibility 
7.018 price, which was raised frum £112 to £123 a ton, showed an of a reduction. World copper production in 1948 is estimated to 
2,495 
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have increased by only 4 per cent over 1947 while zinc output 
probably showed an even more modest increase. Preliminary 
estimates of world copper consumption suggest a fall last year 
of about 3 per cent, while zinc consumption may have declined 
more sharply. To some extent the price of zinc is related to 
that of lead. It would seem that a moderate reduction in the 
price of copper and zinc is to be expected, particularly if, as 
current reports suggest, American consumption of the two metals 
has further declined since the turn of the year. 


Industry and Investment 


Fixing the New Film Quota 


Six months’ experience of the working of the Cinematograph 
Films Act has been enough to demonstrate how unfortunate was 
the optimism that led the industry and the Board of Trade last 
year to fix the quota for British first-feature films at 45 per cent. 
When the Bill was under discussion in the Commons the Presi- 
dent of the Board of Trade explained that he contemplated an 
“ascending level” for the quota year by year as British film 
production expanded. British film production has, instead, con- 
tracted ; the overseas markets have brought in only trifling 
returns ; and the exhibitors at home have been more and more 
vocal in their discontent. Finance for film production has become 
harder to find, and unemployment in the studios has grown. 
The British producers have not admitted any inability to fill the 
45 per cent quota now or in the future. At the meeting of the 
Films Council this week they proposed that the quota should 
be kept at its present level for another year, but they did not 
carry their point. 

Under the Films Act, the Board of Trade Order fixing the 
quota for the coming year (which begins on October rst) has 
to be submitted to Parliament for approval before the end of 
March. Before ‘that is done the ‘advice of the Films Council 
has to be taken, and the Council was therefore faced on Tuesday 
with the task of deciding what advice it was to give. Sub- 
stantially, it had two proposals to reconcile: the producers’ 
proposal of 45 per cent, which was § per cent less than the 
quota which the Council proposed last year, and the exhibitors’ 
suggestion that it should be reduced to 25 per cent. A third pro- 
posal, from the Association of Cinematograph Technicians, recom- 
mended 60 per cent. This can hardly have been more than a 
gesture to the union’s unemployed members, and was opposed by 
the other trade union representatives on the Council. The art of 
compromise has never been zealously cultivated in the film 
industry, but it appears that a narrow majority finally adopted a 
recommendation that the quota should be 33} per cent. The 
producers are not reconciled to this, however, and are hoping that 
the Board of Trade will decide not to go so far. 

An unpleasant dilemma now faces the President of the Board 
of Trade. It was never intended that the quota should fluctuate 
wildly from very to year, and investors who may contemplate 
putting money into film production will want to know roughly, 
but with reasonable certainty, what size of market they can expect. 
On the other hand, the high quota has not fulfilled its purpose 
of bringing about an expansion of production, and the exhibitors 
have begun to hint at the danger that cinemas may start defaulting 
on their quota if the quality of the supply does not improve. To 
hang on to the high quota would be foolish if it does not produce 
results and if its observance is in serious doubt. Mr Wilson will 
presumably have to decide on a reduction. He might well 
accompany the decision with a statement of future policy. 


+ * * 


The Coal Board Demands Improvements 


The National Coal Board policy of “firmness” towards 
miners is being asserted not only in negotiation with the Unions 
but in its dealings with the men. Last week the Board issued an 
ultimatum to two pits in the Barnsley area of Yorkshire that, unless 
output and attendance improved by July, the pits would have to be 
closed. It remains to be seen whether the threat will have any 
effect. The Yorkshire miners’ leaders—including some normally 
distinguished by their ambiguous attitude on productivity matters 
—have joined in the appeal to the men to mend their ways and 
improve production. If threats and appeals fail and the pits con- 
cerned are shut down it will be the first occasion on which 
the Board has closed collieries for other than technical reasons. 
The two pits concerned—the New Monckton collieries—have an 
egregious record: output per man-shift is 17 and 21 cwt. as against 
25 cwt. in the north-eastern division as a whole, and absence is 
17 and 25 per cent as against 15.7 per cent in the division as a 
whole. 
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‘The same note of firmness has been struck in an 
Scottish miners by Lord Balfour, chairman of the ay 
Divisional Board, stressing the consumer’s right to expect adequate 
supplies of good coal at a reasonable price. Lord Balfour told 
the Scottish miners that neither their special claims nor 
of the miners generally can be conceded until output improy 
In 1948 “a small profit, so small as to be negligible,” might be 
shown by the Board (and even this would be largely attributable 
to high export prices), but with increasing output from Euro 
countries the present seller’s market would not continue indef. 
nitelvy, and the Board would again incur heavy losses if ¢ 
prices should fall to their inland level. Cost of production need; 
to be reduced by about ts. 6d. per ton. 


* * « 
Zinc Corporation Consolidates 


The merger of Zinc Corporation and Imperial Smet 
effected by a purchase of the equity of Imperial Smelting in May 
1948, was followed last month by the formation of Consolidated 
Zinc Corporation. As the name of the new company implies 
the directors had it in mind to pursue the logical step of con. 
centrating the control of its widespread mining, smelting and 
marketing interests. The next step towards this objective has 
now been taken. An offer has been announced this week for 
a share exchange which if accepted will mean the extinction of 
Zinc Corporation stocks from,the mining share lists and ther 
replacement by three issues of Consolidated Zinc Corporation 
shares. Zinc Corporation equity holders are offered 400 {1 
ordinary shares in Consolidated Zinc Corporation for every {109 
ordinary stock or every 100 ros. ordinary shares held: ~The 
apparent anomaly of these two classes of ordinary capital ranking 
pari passu derives from the capital reorganisation in 1945, The 
original ordinary shares in 1911 were of a 10s. denomination, while 
the £1 stock units were created in 1945. 

The two preference issues of Zinc Corporation are offered a 
more complicated but favourable exchange. Holders of £100.54 
per cent cumulative preference stock will receive 145 4} per cent 
cumulative {£1 preference shares in the new company and holders 
of £100 5} per cent cumulative redeemable £1 preference shares 
will get 120 4} per cent cumulative £1 preference shares, 

Zinc Corporation ordinary shares fell heavily this week, but this 
reaction was caused not only by the terms of exchange but also 
by the latest reduction in the United States lead price and the 
general weakness of markets. Both preference issues responded 
to the terms, particularly the redeemable stock, which rose 23s, to 
24s. 6d. on Tuesday. So far as the ordinary shareholders are 
concerned the terms are interesting, since they achieve in fact 
a virtual writing up of the ros. shares to £1 after efforts to 
effect this in official quarters at the time of the 1945 reorganisation 
had failed. On the question of dividend limitation the directors 
are reserving their judgment until the occasion arises for making 
a first payment on the new shares. If profit comes up to expecta- 
tions, they will have a nice point to resolve. The lower dividend 
rate on the new preference issues has been fixed with a further 
issue in mind of 2,500,000 4} per cent cumulative £1 preference 
shares in the new company to finance the big expansion schemes 
which are in view. 


Shorter Notes 


The hearing opened before the Judicial Committee of the 
Privy Council in London last week of the appeal of the Common 
wealth Government against the order of the Australian High 
Court restraining the Commonwealth Government from imple- 
menting the Banking Act, 1947, which provided for nationalisation 
of the Australian banks. The High Court’s injunction was based, 
inter alia, on the declaration that Section 46 of the Act (providing 
for the prohibition of private banks from carrying on bamk 
business) was invalid under the terms of the Federal Constitution. 
The granting by the Privy Council of leave to appeal and the 
decision of the High Court were discussed in The Economist 
November 20th and August 14th last. 


* 
A new system of import control was announced by Argentina 
on Wednesday, and apparently ends the temporary ban on al 


imports imposed a few weeks ago pending the working out 4 
new measures. Details of the new system are not yet 4 


but it provides for the division of imports into two groups of firs 
and second priority. For the importation of goods of first prionty 
the second category in the new grouping) the central bank 1s 
prepared to consider prior exchange permit applications presented 
vefore March 31st. ne 








—— ae -~ oe 








S$ 28, to 
Iders are 
e in fact 
fforts to 
anisation 
directors 
r making 
) expecta- 
dividend 
a further 
reference 
1 schemes 


THE ECONOMIST. March 19, 1949 


Abridged Particulars. 


A. V. P. INDUSTRIES LIMITED 


(Incorporated under the Companies Act, 1948.) 


Plywood, Veneered Panels, Wooden Household Furniture, Metal Office and Kitchen Furniture and Metal Industria! 
Cabinets. 


SHARE CAPITAL 


Authorised. 


£125,000 in 5} per cent. Redeemable Cumulative Preference Shares of £1 each 
each 


£1,000,000 In Ordinary Shares of 6s. 84d. 
“£1,125,000 


—————————— 


Issued and 

fully paid. 
£125,000 

£1,000,000 


£1,125,000 


LOAN CAPITAL 


Created. 


£750,000 4} per cent. First Mortgage Debenture Stock, 1964/69 i 
The List of Applications will open and close on Thursday, the 24th eux 1949, for an 


To be issued. 
£750,000 


OFFER FOR SALE OF 
£750,000 4) per cent. First Mortgage Debenture Stock, 1964/69, at £101 per £100 Stock and 
720,000 Ordinary Shares of 6s. 8d. each at 7s. Od. per Share. 
Payable in Full on Application. 


Applications received from holders of Preference or Ordinary Shares in Austin Veneer and Panel Company, Limited, 
will receive preferential consideration if made on the special forms provided. 


Firm applications for the whole of the above Debenture Stock and all the above Ordinary Shares have been received, 


but the applicants have agreed to release up to 50 per cent., 
to persons making applications on the terms of the Offer. 


The full Offer for Sale will show (inter alia) that :— 


(1) The Company was formed on the 11th March, 1949, 
with the object of amalgamating two groups of companies 
known as the Austin Group (which had hitherto been con- 
trolled by Austin Veneer and Panel Company, Limited) and 
the Poster Group (hitherto controlled by Mr. Harold H. 
Poster and his associates). The activities of the amalgamated 
companies include the manufacture and sale of plywood and 
veneered panels for railway coaches, ships, motor cars and 
the building, furniture and radio industries; wooden 
household furniture and metal office and_ industrial 
equipment. 


(2) The Debenture Stock will be secured by a Trust Deed 
in favour of The Prudential Assurance Company, Limited, 
as Trustees, constituting first specific and floating charges on 
the assets of the Company and its Subsidiaries. 


(3) The proceeds of the issue of the Debenture Stock, 
together with the amount of certain loans, made by certain 
of the Companies in the Group which are to be repaid, will 
be applied firstly in repayment of secured indebtedness of 
the Group and secondly in providing for a part of current 
liabilities and additional working capital. 


(4) The total assets of the Group, upon which the £750,000 
4} per cent. First Mortgage Debenture Stock will be secured 
by fixed and floating charges, are shown in the Joint Auditors’ 
Report to amount (after deduction of all liabilities other than 


i.e., £375,000 Debenture Stock and 360,000 Ordinary Shares, 


the Debenture Stock) to £1,827,367, which includes Fixed 
Assets valued at £1,060,034. 


(5) The growth of the Poster Group, by the progressive 
inclusion of new companies in the past few years, has resulted 
in a substantial rise in profits. The Joint Auditors’ Report 
shows that the average profits for the last five years (£190,751) 
would, after making the allowances referred to in the full 
Offer for Sale, have been sufficient to cover the annual 
interest on the Debenture Stock more than 44 times, and that 
the average for the last three years (£237,959) would on the 
same basis have been sufficient to cover it six times. 


(6) On the basis of the three-year average the balance, 
after provision for the Debenture Stock interest, the Preference 
dividend and the appropriate amount of profits tax (including 
25 per cent. on the dividend on the Preference Shares and 
the proposed dividend on the Ordinary Shares), would 
amount to £131,782 (subject to Income Tax), in which event 
the Directors would feel justified in recommending a dividend 
on the Ordinary Shares of 7} per cent., absorbing £75,000 
(subject to tax). This represents a yield of 7.14 per cent. 
on the sale price of these shares. 


(7) The Directors see no reason why, in the absence of 
circumstances beyond their control, the profits of the Group 
for the first financial year should not at least equal the three 
years’ average. In regard to the future, the wide range and 
variety of the products manufactured should act as a levelling 
factor in determining the profits of the Group. 


Copies of the full Offer for Sale (on the terms of which, alone, applications to purchase the Debenture 
Stock or Ordinary Shares will.be considered) and Forms of Application can be obtained from : 
The Bankers : 
LLOYDS BANK LIMITED, Issue Department, 72, Lombard Street, London, E.C.3, and Branches. 


The Brokers : 
SIDNEY SIMON & CQ,, 66, Gresham Street, Old Jewry, London, E.C.2, and The Stock Exchange, London. 


and 


from 


INVESTMENT REGISTRY, LIMITED, 6, Grafion Street, New Bond Street, London, W.1. 
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THE ZINC CORPORATION, LIMITED 


EXCHANGE OF STOCK AND SHARES IN THE ZINC CORPORATION, 
LIMITED, FOR SHARES IN 


THE CONSOLIDATED ZINC. CORPORATION LIMITED 


Extracts from an Offer by The Consolidated Zine Corporation Limited, to Members of The Zine Corporation, T 
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Limited, and from an accompanying letter from Mr. John R. Govett, the Chairman of the Zine Corporation. - 
The close of hostilities enabled the Zinc Corporation to It was hoped that the formation in 1947 of The Broken Arct 
proceed with its long-term policy of expanding and extending Hill Corporation Limited would provide a satisfactory means DS 


its mining and exploratory operations and its other interests 
in the smelting and allied industries which deal with the treat- 
ment and disposal of its metals and other products, » For-the 
past three and a half years the extent to which this policy 
has been implemenied has greatly strengthened the Company,s 
position by broadening the basis of its operations and by 
providing additional opportunities for development. 


These extensions of interests have inydlyed and will con- 
tinue to involve the Zinc Corporation in many problems of 
fmance, control and management quite outside the scope of 
iis main business. 


has recently been formed and will have an authorised capital 
of £20,000,000, divided into 4} per cent. Preference ‘shares, 


of dealing with these problems, but it was not at that time 
expected that the opportunity would occur so soon of 
acquiring the Ordinary share capital of Imperial Smelting 
Corporation Limited, and the Preference and Ordinary share 
capital of Sulphide Corporation, Limited. The acquisition 
of these interests has increased the financial requirements 
of the Group and emphasised the need for simplitication in 
control and management. 

The Directors of the Zinc Corporation have considered 
various means of effecting a general consolidation which 
would be satisfactory equally to shareholders in the United 
Kingdom and in Australia. As a result 


THE CONSOLIDATED ZINC CORPORATION LIMITED 


unit of Ordinary Stock and per Ordinary Share in 
respect of the year ended 31st December, 1948. 


Ordinary shares and unclassified shares, all of £1 each. It is proposed to apply to the Council of The Stock Ex- Foor 


The new Corporation’s President, Mr. W. S. Robinson, change, London, for permission to deal in and for quotation Gere 
is also President of the Zinc Corporation, and the Directors, for the Preference and Ordinary shares in C.Z.C. to be allotted woul 
with the exception of Mr. D. P. C. Neave, Managing Director credited as fully paid in accordance with the terms of this lor r 
of Imperial Smelting Corporation Limited, are all members Offer upon such Shares being so allotted. Similar applications fortur 
of the Board of the Zinc Corporation. will be made to the Stock Exchanges at Adelaide, Melbourne Stone 

As the first step in this consolidation, The Consolidated and Sydney, Australia. : - 
Zinc Corporation Limited (below called “ C.Z.C.”), offers On completion of the exchange C.Z.C. will become the me | 
to acquire the Stock and Shares of every class in the capital Parent company of the Zinc Corporation Group with wn 
of The Zinc Corporation, Limited (below called “ Z.C.”), (assuming 100 per cent. exchange or acquisition of stock and tonal 
in exchange for Shares in C.Z.C. on terms fully set out in shares) an issued share capital of £7,524,573, divided into — have ; 
the Offer and on the basis of :— 976,626 4} per cent. Cumulative Preference shares of ew 

a CZ £1 each and 6,547,947 Ordinary shares of £1 each. 

For every £100 5} per cent. 145 44 per cent. fully paid Dependent upon such completion, it is proposed to issue x 
Cumulative Preference Cumulative Preference for cash a further 2,500,000 44 per cent. Cumulative Preference F 
Stock + wi : Shares of £1 each, shares of C.Z.C., to meet the general financial requirements eet 

For every £100 53 per cent. 120 43 per cent. fully paid of the Group as set out in the full Offer. It is intended that New 
Cumulative Redeemable Cumulative Preference members of the Zinc Corporation Group as well as the public Our 
Preferenee Stock ....° .. Shares of £1 each. generally shall have the opportunity of subscribing for this £18,5 

For every £100 Ordinary 400 fully paid Ordinary issue, but that the former shall be given preferential considera- life as 
Stock or for every 100 Shares of £1 each. tion on allotment. ooo 
Ordinary Shares of 10s. Finally, it is proposed that an offer shall be made to holders ‘aay | 
each. of the £1,000,000 4) per cent. Redeemable Cumulative ber 15 

and so in proportion for holdings of other amounts, except Preference stock of The Broken Hill Corporation Limited, staff, « 

that al! resulting fractions of Preference Shares in C.Z.C, to exchange their stock for an equal amount of 4} per cent. wall 

will be paid in cash at par. Cumulative Preference shares of C.Z.C. I 

Subject to this offer becoming unconditional, the Directors The issued share capital of C.Z.C. will, as a result of these which 
of Z.C. propose to pay on Ist July, 1949, to members regis- 9 further issues, then become £11,024,573, divided into :— overse 
tered on the date the offer becomes unconditiona! the following 4,476,626 44 per cent. Cumulative Preference shares oa 
dividends :— of £1 each, and 6,547,947 Ordinary shares of £1 each. the ty 

(a) A dividend at the rate of 5} per cent. per annum (less Z.C. at present holds the whole of the issued Ordinary do in 

U.K. income tax) on the 5} per cent. Cumulative shares in Imperial Smelting Corporation Limited, and the Case. 
Preference Stock and the 5} per cent. Cumulative whole of the issued Ordinary stock in The Broken Hill benefi 
Redeemable Preference Stock in respect of the period Corporation Limited. It is intended that in due course oo. 
ist January, 1949; to 30th June, 1949, C.Z.C. shali acquire both these holdings from Z.C. and also people 
(b) A further interim dividend of 7s. 6d. (less U.K. income tke into its possession the assets of The Broken Hill Cor brovis 
iax) making, with the interim dividend of 2s. 6d. (less POTation Limited. Ployer 
U.K. income tax) paid on Ist January, 1949, a total Copies of the full offer and appendix thereto can be ae 
distribution of 10s. (less U.K. income tax) per £1 obtained during usual business hours from : earner 


CENTRAL REGISTRATION LIMITED, 
8, Basinghall Street, London, E.C.2 
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AN: MEELINGS 
cOMP. 


THE STANDARD LIFE. ASSURANCE 
COMPANY 


NATIONAL IMPORTANCE OF LIFE ASSURANCE 


STIMULUS OF COMPETITION 


The one hundred and twenty-third annual 
general mecting of The Standard Life 
Assurance Company was held in Edinburgh 
on 15th instant, with Captain The Hon. Sir 
Archibald Cochrane, G.C.M.G., K.C.S.L, 
DS.O. R.N., in the chair. 

The manager and actuary having read the 
auditor’s report, the chairman said :— 

My Lord, ladies and gentlemen, may I 
take it to be your wish that the disectors’ 
report which is in your hands be held as 
tread? 

Ihave the pleasure to report two additional 
appointments to the number of our directors 
overseas. Mr G. R. Ball, general manager 
of the Bank of Montreal, has joined our 
Canadian board ; while welcoming him we 
look forward hopefully to having the benefit 
of his experience and advice for many years. 
As will be known to members, our principal 
ofice for the West Indies is in Trinidad and 
our West Indies board holds its meetings 
there. We have felt for some time that it 
would be advisable to have at least-one direc- 
tor resident in Jamaica and we have been 
fortunate in securing the services of Mr L. J. 
Stone, who has had a very long connection 
with the Standard and who is a member of 
the legal firm of Messrs Milholland, Ashen- 
heim and Stone. I am sure that this addi- 
tional representation in the West Indies will 
have a beneficial effect, and in particular upon 
the working of our branch in Jamaica. . 


NEW BUSINESS AGAIN INCREASED 


From the report and accounts you will see 
that we have had another successful year, 


New business shows an increase once again. - 


Our total New Life Assurances at 
£18,583,000, including £8,091,000 of group 
life assurance, is a record for the company and 
the fact that we have been able, not only to 
Maintain, but to improve upon the exceed- 
ingly high figures for the year ended Novem- 
ber 15, 1947, is a great tribute to our outdoor 
staff, and should be a source of satisfaction to 
us all. In pension business also we have 
had a good year, and we are well satisfied 
with the expansion of this important service 
which we render to the public both here and 
overseas. Fears have been expressed that the 
mioduction of the National Insurance 
would have an adverse effect upon 
type of pension scheme business that we 
in this country, but this has not been the 
tase. As we ourselves expected, the State 
ts are very properly regarded as being 
Upon a minimum subsistence level and there 
OT aie opinion in industry that the work 
le and the staff should and can make 
Provision with the assistance of their em- 
Ployers for increased welfare benefits, The 
e¢ that we are in a position to give 
Caters for all types from the weekly wage- 
fatner to the managing director. 


LOW EXPENSE RATIO 


It will be observed that once again the 
Premium income has increased, this year by 


about £1,500,000, and that it now stands at 
the substantial figure of £7,500,000. Our 
expense ratio remains the same as last year 
at the figure of 11.2 per cent. and this in 
spite of numerous increased charges which 
cannot be avoided. I can supplement the in- 
formation given in the report by stating that, 
if the costs of obtaining new business and the 
relative premiums are eliminated, then the 
expense of maintaining the entire services 
rendered by the company is only 5} per cent. 
of our revenue. We are proud of the ser- 
vice that this figure enables us to give to our 
very numerous members. 


RATE OF INTEREST 


Our rate of interest is satisfactory, the net 
rate this year being £3 16s. 8d. per cent.— 
an increase of 7d. on the figure shown for 
last year. This is, I think, more than credit- 
able in view of the rates of interest which are 
obtainable on first-class securities, such as 
those selected by your directors for the in- 
vestments of the company, and especially 
when one bears in mind the large additions 
which we make annually to our funds and 
which have to be invested at the rates of in- 
terest now ruling. This year the assets, 
shewn in the balance sheet as £63,674,000, 
represent an increase over the figure for last 
year of nearly £9,000,000. 


LIFE ASSURANCE AND SAVING 


In his speech at the annual meeting last 

ear the chairman made reference to the close 
ink between life assurance and saving, and I 
wish to expand a little on that point. The 
service which we render to the community, 
and most notably in present circumstances, 
by encouraging national saving is of the 
greatest value and one of which we may 
reasonably be proud. In his last Budget 
Speech, the Chancellor of the Exchequer laid 
emphasis on the need for private saving, or, 
as he called it “abstention from spending.” 
Life assurance premiums may legitimately be 
regarded as private saving and the favourable 
result achieved by this form of saving during 
the past year as compared with subscriptions 
to National Savings Certificates and similar 
forms of saving is indeed remarkable. As a 
prominent financial periodical recently 
stated: “Life assurance provides an ex- 
cellent means of organised saving with just 
that sufficient incentive to continue it 
regularly and resist the temptation of indis- 
criminate spending.” 


MUTUAL ASSOCIATION 


It is important to remember that our com- 

xy—a mutual company, having no share- 
ts aaaeaan essentially of nothing more 
nor Jess than a group of people who have 
gathered together for the purpose of assist- 
ing each other to save and to make provision 
for their dependants. You will have seen that 
there has been some mention in the press of 
the. possibility that the Government might 
wish to nationalise insurance. We do not yet 
know what is the official mind on this subject; 
but I cannot believe that any government 
which bears the interests of the people at 
heart would wish to interfere with this very 
effective form of saving and mutual pro- 
tection. My own view is that if life assurance 
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companies were to be nationalised, then life 
assurance, this particular form of saving, this 
method of providing for one’s old age and 
for the care of one’s dependants, would for 
all practical purposes cease. Life assurance 
has to be sold. Not all people are naturally 
of a provident disposition and the advantages 
and duty of effecting life assurance have to 
be brought home to them. It is a beneficent 
work and a work of high national importance 
which our representatives in various fields at 
home and overseas are performing in bringing 
the need of life assurance before the people 
and persuading them to do their duty by 
those who naturally look to them for sup 
and comfort. That their efforts meet with 
success is shown by the comparison I have 
already drawn between the success of saving 
by life assurance and by National Savings 
Certificates. 


The savings of those people who associate 
themselves with us and entrust their money 
to us are invested with great care by the 
directors of the company, after a due pro- 
portion of government and similar securities 
has been purchased, in those ventures which 
in their opinion are likely to endure—that is 
in enterprises which are performing functions 
essential to the life of the community, so that 
we may believe that the public will always 
continue to support them. Life assurance 
companies have shown themselves ready and 
willing to collaborate with the government 
in investing their funds in government securi- 
ties, more particularly in times of special 
need ; indeed, during the last war all new 
money was so invested under a_ special 
arrangement voluntarily entered into by the 
companies. 


It has been suggested that competition be- 
tween the life companies in this country 
is wasteful, but the ratio of expense, which I 
quoted earlier, gives the answer so far as our 
company is concerned. I am convinced that 
the vigorous competition which goes on in the 
life assurance field is of the utmost benefit to 
the public because competition leads to 
efficiency in administration which keeps down 
the price. A government monopoly would 
abolish this incentive to provide the cheapest 
possible life assurance cover and this very 
advantageous means of saving. We compete 
of course in this country, and not without 
success, with overseas companies who come 
here to transact life assurance business, and 
similarly we have never limited our associa- 
tion of members to this country. We have 
done business in meny countries and today 
Our main interests outside the United King- 
dom lie in Canada, Eire, the West Indies and 
Uruguay. We have many members overseas 
and as a British company doing business in 
those countries we are helping to extend 
British influence abroad at the same time as 
we are widening the basis of our association. 


OVERSEAS BUSINESS 


While I am speaking of our overseas busi- 
ness I wish to mention especially our 
Canadian branch. For the long period of 115 
years we have done business in Canada—we 
were the very first company to transact life 
assurance in the Dominion—and today I 
think I may say with confidence that we are 
honoured and respected there and that our 

licies are welcomed by Canadians. We 
ane had a large increase of business in the 
Dominion in recent years and I wish to 
congratulate our directors in Canada and our 
Canadian staff on the very successful manner 
in which they have advanced the interests 
of the company. Inevitably we have had 
much reorganisation since the war and the 
officials and staff there under the able and 
enthusiastic guidance of Mr Armstrong, our 
manager for Canada, have carried out their 
work to the satisfaction of all concerned, I 
have heard from the Governor and Mr 
Richardson, who paid a useful and instruc- 
tive visit to our Canadian branch last 
summer, an encouraging account of the 
affairs of the branch and a pleasing report 
upon our new pre; ses in Montreal—the 
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meeting 
retirement and an acknowledgment of our 
debt to him for all he has done for the 
company in the past. 
should like to wish Mr L. J. King, his suc- 
cessor as Secretary for Uruguay, every success 
and happiness in his new post which he will 
take up on the occasion of 
retirement, and in which he will be assisted 
by Mr S. C. Norman, who has been sent 
out trom 
Secretary in Uruguay. 
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Chief Office for Canada—and IT look forward 
yery much to seeing this building personally 
early this summer, when I hope to pay a 
visit to the branch. 


As regards our branches in the West 


Indies and Uruguay, the past year has been 
very successful and certain reorganisations 
have been carried out which promisé well 
for the future. 
of a visit by the manager and the agency 
secretary, who together visited all our active 
overseas branches during the past year. I 
wish to refer specially on this occasion to 
the retirement of Mr Cook, our secretary in 
Uruguay, which will take place on May 15th 
next. Mr Cook has served the company 
for no less than 49 years, of which the last 
37 years have been spent in Uruguay. I 
feel that we should send to him from this 


These were made as a result 


a message of good wishes for his 


At the same time I 


Mr Cook’s 


Head Office to be Assistant 


TRIBUTE TO STAFF 


I cannot close my speech without referring 


to the valuable work which has been done 
by all our staff, both indoor and outdoor, 
during 


the past year. A great deal of 
pressure and hard work has fallen to them 
both at home and abroad, and their loyalty 


and conscientious efforts are beyond praise. 


At home, here in Edinburgh, we are labour- 
ing under a great disadvantage owing to the 
fact that restrictions have so far made i 
impossible for us to complete the addition 
to our Head Office which was started before 
the war. I hope very much that we shall 
be allowed to proceed with this soon. To 
some extent we have been able to solve the 
problem of accommodation by obtaining 
temporary premises in Edinburgh but, 
although the staff accept with commendable 
cheerfulness the difficulties thus entailed, such 
a solution cannot be regarded as other than 
a temporary expedient. 

I now move the formal adoption of the 
report, revenue accounts, and balance sheet 
submitted. 


Mr A. G. Howland Jackson in secending 
this motion said: — 


T have listened with much appreciation to 
the speech of our chairman, and it is with 
the greatest pleasure that I am seconding his 
remarks. Our company, already well known 
and powerful before the war, has since its 
close vastly mcreased its stature and extended 
its influence. The year that concluded in 
November last has continued the progress 
shown im the two preceding years and our 
policyholders now constitute a very fair pro- 
portion of the more discerning members of 
the public. Coming, as I do, from the in- 
tensely competitive arena of London and be- 
ing engaged myself in, the business of 
insurance I am very well aware of ‘the great 
service which this company is offering to the 
community. It requires no specious phrases 
or plausible arguments to sell a Standard 
policy. Standard policies are sold on their 
merits and anyone who finds himself in com- 
petition with the Standard has a hard task 
ahead of him. 


I should not like to sit down before con- 
gratulating our new chairman on his accession 
to office and we feel sure, sir, that your 
period of office will be one of progress and 
prosperity for the great institution of which 
we are all members. 

I have pleasure in seconding the adoption 
of the report and accounts for the past year. 


The report and accounts were ‘unanimously 
adopted. 


SCOTTISH EQUITABLE LIFE 
ASSURANCE SOCIETY 
STRONG RESERVE POSITION 


NEW BUSINESS 
RECORD SURPASSED 


MR ROBERT McCOSH’S REVIEW 


The 118th meeting of the Scottish Equit- 
able Life Assurance Society was held in 
Edinburgh on the 17th mstant. 

The Right Honourable The Ear! of Siar, 
K.T., D.S.O., presided, and called upon 
Mr Robert McCosh, W.S., chairman of the 
board of directors, to submit the report and 
balance sheet. 

Mr McCosh said: Your directors recently 
invited Mr R. Ian Marshall. C.A., a partner 
in the firm of Messrs Dewar and Robertson, 
C.A., to join the board, and I am glad 10 
say that Mr Marshall accepted the invitation. 


I regret very much to inform you that Mr 
Edward Boyd, C.A.. whe has been the 
society’s auditor for 30 years, has found it 
necessary for health reasons to tender his 
resignation dating from today. 1 feel sure 
that it is the wish of this meeting that I 
should convey te Mr Boyd our sincere appre- 
ciation of the excellens work he has done for 
the society during his long period of office. 


STRENGTH AND EARNING POWER 
The strength of the office rests on the 
strength of the reserves, disclosed and 
hidden, and I can assure you that the posi- 
tion is indeed strong with a very substantial 
margin between the balance-sheet values and 
the market values of the investments. 


Bonus earning power depends mainly on 
interest earnings, income tax, mortality ex- 
perience and expenses. The effective net 
rate of interest carned was £3 lls. per cent., 
which figure leaves a good margin over the 
rate of interest assumed in the actuarial 
valuation. Mortality experience has again 
been very satisfactory. Expenses of manage- 
ment are not out of line with the size and 
scope of our business and our plans for the 
future. Taking all these factors into account 
the position at the end of the first year of 
the new quinquennium may be regarded as 
very satisfactory. 


NEW BUSINESS 

At the last annual meeting your chairman 
announced that: during the year 1947 the 
society’s previous record of new life assurance 
business had been surpassed by nearly 50 per 
cent. I am happy to inform you that during 
1948 this higher level was not only main- 
tained but slightly improved—the net new 
sums assured amounting to £3,150,292, 


The net sums received in payment of pur- 
chase prices of annuities amounted to over 
£360,000, a high figure compared with pre- 
war years although substantially less than 
eceived in the years 1946 and 1947, which 
were exceptional. 


ACCOUNTS 


Turning now to the balance sheet, amongst 
the principal changes in the assets is the 
appearance for the first time of the item 
“British Government Guaranteed Securi- 
ties,” the amount of which is £1,790,000 
while other British Government Securities 
show a reduction of about £160,000. The 
net increase in Government and Govern- 
ment Guaranteed Securities is due to the 
nationalisation of the transport and electricity 
services which also largely accounts for a 
substantial reduction in the amounts shown 
against public boards, debentures and 
preferences. The last two items have been 
further affected by the repayment of 
Argentine Railway securities which took 
place during the year. These changes are 
not, of course, a matter of choice—they have 
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to be accepted. A more intetesting and to 
our members moré constructive alteration 
is seen in loans to the Standard Propert 
Investment Company, which have increased 
by £692,000. 

The revenue accounts show that duri 
the year an unusually large sum fell due 
for payment in respect of endowment 
assurances reaching maturity. —Notwith- 
Standing these payments, which together 
with the death claims amounted to near 
£1,000,000, the funds as a whole hie 
increased by £393,000. 


SAVING 


Today we are all exhorted to save. The 
object of the society’s existence is to persuade 
people to save and its success and the annual 
recurring mature of the savings it engendeps 
encourage us to believe that in this matter of 
saving we are making a very substantial con~ 
tribution to general economic welfare. 

_ Trading companies are asked to limit their 
dividends. In the case of the society, no pro: 
fits are ever distributed in the form of divi: 
dends, Profits, so far as they are not 
“ploughed back into the business,” are 
credited to members as handsome bonuses 
in the form of additional savings—savings 
upon savings. Then in the investment of 
these savings a substantial proportion of the 
money is placed in British Government 
securities. You will notice I spoke of per- 
suading people to save. Persuasion is essential 
and obviously it must be based on evidences 
of the fairness of the contract and the pros- 
pect of a future benefit commensurate with 
what is meantime given up tw obtain it, 

The adoption of the report was duly 
carried. 


.? 





PHILLIPS RUBBER SOLES, 
LIMITED 
INCREASED SALES 


Mr Charles E. Pettit presided at. the 
twenty-second annual general meeting. of 
Phillips Rubber Soles, Limited, held on the 
10th instant, in London. He stated that after 
making provision for profits tax and income 
tax, the net profit was £52,531, as compared 
with £55,312 for the previous year. Both 
production and sales had increased during 
the year. On the other hand, costs of pro- 
duction had risen again without correspond- 

increase in prices. It was proposed to 
pay the same final dividend, add £10,000 to 
general reserve, and carry forward £32,280, 
as against £29,349 brought in. 


Referring to the consolidated balance-shett, 
he pointed out that fixed assets had now been 
written down to a total of £156,481, which 
was far below their present-day value, In- 
vestments in British Government securities 
stood at £172,946. 

During the year there had been an advance 
in export trade, but apart from actual export 
sales, Phillips Soles and Heels made a valu- 
able contribution towards closing the “ export 
gap” by saving imports in the form of 
leather and hides. It was no ex 
to say that millions of people in this country 
had learned from personal experience that 
Phillips Stick-a-Soles and Heels really did 
“ double the life of your shoes.” ; 

Throughout the year, as always, the first 
objective of the business had been to pr 
and supply goods at the highest ie 
This had been rigidly adhered to, m 
of rising costs. The year now current was 
likely to be a so one and mucho 
on genersi conditions, but the 
a a fine goodwill with both trade and 
public. 


The report and accounts were unanimously 


adopted, and a final dividend av the rate f 


11} per cent. was declared on the ordit 
shares, making a total divi of 15 per 
cent. for the year ended November 30, 18 
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CHARTERED BANK OF. INDIA, 


AUSTRALIA 


AND CHINA 


RECORD FIGURES AGAIN 
MR V. A. GRANTHAM’S REVIEW 


ninety-fifth ordinary general meeting 
dpe Chartered Bank of India, Australia and 
China will be held, on the 4th proximo, at 
3g Bishopsgate, London. 

The following is an extract from the state- 
ment of the chairman, Mr V. A. Grantham, 
ciculated with the report and accounts for 
the year 1948 :— . ; 

This year we have again to deal with 
record figures, the total of the balance sheet 
being £12,132,342 higher at £138,421,141. 
On the liabilities side, this is mainly due to 
increases in current and other accounts and 
fixed deposits of £8,206,713 and £2,045,669 
respectively, while loans payable and accep- 
jances on account of customers also show 
qubstantial increases. On the assets side, 
cash in hand and at bankers shows a decrease 
of £3,644.959 at £19,465,636, the ratio to 
our call liabilities being 17.40 per cent. 

This decrease is in some part offset by an 
increase in Government and other securities 
of £1,581,848 at £53,576,627. Advances to 
customers and other accounts show an in- 
crease of £13,587,550, which is an interesting 
commentary on the need for money in all 

of the world. The figure for balance 
of remittances, drafts, etc., in transit shows 
a decrease of £214,103. Bank premises and 
furniture show a net increase of £195,465, 
dve not only to purchases of house property 
for our staff but also to initial expenditure in 
connection with the enlargement of our office 
at Singapore. 


PROFIT AND LOSS ACCOUNT 


The profits for the year, after providing 
for taxation and after making allocations to 
contingency accounts, out of which accounts 
full provision has been made for doubtful 
debis, are £467,111, an increase over those 
of last year of £19,053. Once again we have 
experienced higher working costs in all parts 
of the world, but these have been more than 
offset by the increase in our business. 

An interim dividend of 6 per cent., less 
income-tax, was paid in October last, absorb- 
ing £99,000, and we propose, out of the 
balance available this year, to pay a final 
dividend of 6 per cent., less income-tax, 
making the annual distribution 12 per cent. 
We now know the full position of our war- 
time liabilities, although at the end of the 
year, in one or two places, the laws govern- 
ing the position had not been finally enacted. 
The provisions made to cover these special 
Wartime losses proved adequate, fully justi- 
fying the increase in the annual dividend for 
- and permitting its continuance for 


ALLOCATIONS 


As regards allocation to the various funds, 
your directors again recommend _ that 
£100,000 be set aside for the pension fund. 

of our senior staff who willingly carried 
n during the difficult reconstruction period, 

a gruelling time during the war, have 
flow retired and it is desirable that the pen- 
sion fund should be fully capable of meeting 
the various claims that may be made upon 
i. We also recommend an increase in the 
allocation to the widows’ and orphans’ fund 
from £10,000 to £15,000. 


CONDITIONS IN FAR EAST 


Unquestionably the greatest achievement 
in the political sphere in India, following 
atiainment of Independence, has been 
notable progress toward the unification 

of the country by the grouping of many of 
the nm States within the Dominion on 
which promise progressively co- 


ordinated representative Government. India 
faces many formidable problems in the 
economic sphere which will never be solved 
satisfactorily save under conditions of 
stability and peace. Some are fundamental, 
such as the need to produce more food for 
the ever-increasing population, The balance 
of trade, already gravely menaced by exces- 
sive requirements by way of imports of food, 
has deteriorated further through inability, 
owing to transport difficulties, to get products 
to the shipping points, although some 
improvement in this direction has been 
apparent recently. 


The position in Pakistan has shown slow 
but steady improvement. It is worthy of 
note that Pakistan for the 10} months ended 
June 30, 1948, achieved a favourable World 
trade balance of no less than Rs. 389,000,000. 

Conditions in Malaya for the last seven 
months of 1948 were overshadowed by 
banditry throughout the Federation. The 
preliminary trade figures for 1948 at 
$3,518 million (£410 million) show an in- 
crease over 1947 of $855 million (£100 
million). The adverse balance of trade at 
$60 million (£7,000,000) is approximately the 
same as at the close of 1947. The prices 
of tin and rubber, the two main industries 
of the country, have still not reached levels 
comparable with those attained by other 
primary products in relation to prewar figures, 


HONGKONG AND CHINA 


Hongkong is a British warehouse at the 
southern entrance to China but with the 
virtual disappearance of Chinese currency its 
trade outlook with China is obviously 
obscured by factors hitherto unknown. 
Local conditions in 1948 were unparalleled 
for their prosperity, trade figures being the 
largest in the history of the port. 

China is causing serious concern to every- 
body interested in the Far East. Questions 
of trade are dwarfed beside the political 
consequences of a disintegrating administra- 
ton and a disappearing currency. 

You will have gathered that the overall 
picture of the Far East leaves much to be 
desired. The real troublé lies in tho 
countries which suffered from the Japane 
Occupation. It will take years to re-adjust 
their ruined economies, and we must, I fear, 
look forward to a _ further period of 
uncertainty and disquiet. 

There is no doubt that during the last 
twelve months. sterling has _ strengthened 
throughout the world and indeed, there are 
signs that in more than one country it is in 
short supply. 


GREAT BRITAIN’S RECOVERY 


Last year I made a brief comment on the 
importance of Great Britain’s monetary 
stability. There is no doubt that during 
the last 12 months sterling has strengthened 
throughout the world, and, indeed, there are 
signs that in more than one country it is 
in short supply. These changes while im- 
proving the country’s international standing 
may hamper our export trade, a situation we 
can ill-afford. However, in general there 
are indications that the colntry is very 
gradually, if slowly, recovering from_ the 
sorry position in which it found itself in 
1945. 

I think I may say that even the large 
figures contained in the balance sheet can give 
but a modest conception of the total amount 
of business passing through the medium of 
this bank, which, for nearly a century, has 
stood in the forefront of British foreign 
trade, 
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THE EASTERN BANK, 
LIMITED 


- SIR THOMAS STRANGMAN’S 
STATEMENT 


The thirty-ninth annual general meeting of 
The Eastern Bank, Limited, will be held on 
the 8th proximo in London. 

The following is an extract from the 
statement by the chairman (Sir Thomas ], 
Strangman, K.C.), circulated with the repor: 
— accounts for the year to December 31, 
_ The accounts, which have been drawn up 
mm accordance with the new Companies Act, 
show a profit of £110,998, against a com- 
parable profit of £92,357 for 1947. The 
profit shown in the accounts of that year was 
£119,357, and in accordance with the system 
then followed was arrived at by showing the 
dividends paid and proposed to be paid to 
the shareholders as gross and by including in 
the profit the income tax, amounting to 
£27,000, recovered and to be recovered 
from the shareholders, whereas under the 
new system the dividends paid and proposed 
to be paid are shown as net, the whole of the 
tax being deducted from the gross profit 
before the published profit is arrived at. 


INCREASED ACTIVITY 


Whilst current accounts are down by 
£800,000 due to yet greater withdrawals 
from official wartime accounts, other figures 
for the year indicate still more activity than 
during the previous year. Thus, advances 
are up by over £600,000, and bills receivable 
are higher by £200,000 if holdings of Iraq 
Treasury bills be left out of account. Cash 
at £4,271,000 is correspondingly down by 
about £1,600,000. 

Our published reserve has been brought 
up to a figure equalling the paid-up capital 
of the Bank by an appropriation of £75,000 
from the profit and a transfer of £25,000 
from contingencies. We feel that these 
appropriations will meet with the warm 
approval of the shareholders. The dividend 
we recommend is the same as that of last 
year, and if this recommendation be 
approved the carry-forward will be increased 
by nearly £3,000. Quite apart from the 
policy of limiting dividends we feel that 
prudence requires that we should conserve 
our resources for a rainy day, for in view of 
the clouds ahead we cannot ignore the pos- 
sibility that that day may come in some parts 
of the world where we are established. 

We have opened branches in Chittagong in 
the East Bengal Province of Pakistan and at 
Butterworth on the mainland of Malaya 
opposite to Penang. 


VISITS TO BRANCHES 


In November and December Sir Evan 
Jenkins, our deputy-chairman, visited all our 
branches in Iraq and that at Bahrain. His 
visit was of great value. Not only was he 
able to give his colleagues first-hand informa- 
tion on the many matters of interest to us 
in those regions but he was able to see our 
capable staff at work and form an apprecia- 
tion of their problems both as affecting the 
Bank and themselves. Such visits fulfil 
another useful purpose in affording en- 
couragement to the staff in the difficult times 
all are now called upon to face. Sir Evan is 
to visit our remaining branches in the 
autumn, and we look forward to resulis of a 
like value. 

Capital goods are still in short supply and 
of consumer goods food is wanted every- 
where. In certain places various other con- 
sumer goods appear to have reached satura- 
tion point: Bills, nevertheless, are being 
taken up without delay at all our branches. 
It should, however, be borne in mind that in 
view of the large profits made by importers 
in the last few years a lag may well take 
place between the time of saturation and 
that of irregular payments. 

The cost of living shows little sign of 
decreasing, and housing provides a continual 
problem 
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JUTE INDUSTRIES, LIMITED 


VITAL PROBLEM OF JUTE SUPPLIES 


PROGRESSIVE POLICY OF MODERNISATION 
HUMAN FACTOR IN INDUSTRY 
MR W. G. N. WALKER’S SURVEY 


The twenty-cighth annual general meeting 
of Jute Industries, Limited, was held on the 
14th instant at The Association of Jute 
Spinners and Manufacturers, 5, Cowgate, 
Dundee, Mr W. G. N. Walker (chairman 
and managing director) presiding. 

The Secretary (Mr Wm. G. Greenfield) 
read the notice convening the meeting and 
the report of the auditors. 

The following is the statement by the 
chairman, which had been circulated with 
the report and accounts for the. ycar ended 
September 30, 1948, and was taken as 
read:— 

It is my sad duty to refer to the death on 
February 27, 1948, of Mr F. M. Richard- 
son, who was an original director of the 
company, and a managing director since 
1934. By Mr Richardson’s untimely death 
the company has lost an extremely efficient 
and hard-working managing director, and his 
fellow members on the board, and the staff, 
a much valued friend. 

There have been a number of changes 
on the board during the past year. On 
April 16th, Mr J. Ernest Cox, who had 
been chairman of the company since its 
formation, resigned his appointment as chair- 
man. I am sure that you will wish me to 
place on record, not only our great regret 
that he should have found this step neces- 
sary, but also our appreciation of Ins long 
and valuable services to the company. It is 
a great source of gratification to us that he 
has intimated his willingness to retain a seat 
on the board, and that we shall still be able 
to benefit from his advice and wide 
experience. 

Mr H. Giles Walker, another original 
director, tendered his resignation from the 
board on December 31, 1948. The directors 
received his resignation with deep regget. 
Mr Walker had been vice-chairman of 
the company since 1946, and his services 
to the jute industry have covereda period of 
55 years. He came to us with considerable 
experience, an asset which was of great value 
to the company in the various vicissitudes 
through which it has passed. His fund of 
knowledge in the branch of our business in 

which he was particularly interested has 
been of great service to the company, In 
parting with Mr Walker the directors feel 
that they are losing not only a valued 
colleague but also a true and loyal friend. 


Your directors invited me to fill Mr Cox’s 
position of chairman, in addition to my 
position as managing director ; I shall do my 
best to justify the confidence they have 
placed in me. Mr W. H. Pilcher, a digector 
of the company since 1934, has been ap- 
pointed vice-chairman to fill the vacancy 
caused by Mr H. Giles Waiker’s retirement. 
Four new directors—Mr W. R. Hutton, Mr 
B. C. Walker, Mr G. H. Pilcher, and Mr 
W. Cook—have been appointed to the board 
during the year. They have all held executive 
positions for a number of years in different 
sections of the company’s activities, and 
their inclusion has strengthened greatly the 
all-round experience of the board. 


A SERIOUS POSITION 


Before making any remarks about the 
vear’s results I am sure you would wish me 


to deal with the most important and vital 
subject of raw jute supplies. This problem 
has been causing the deepest concern, not 
only to the home-producing jute industry, 
but also to H.M. Government and all the 
consuming industries whose basic needs we 
supply. I would remind you of Mr Cox’s 
warning last year when he said that the 
Partition of India had raised new and diffi- 
cult problems regarding the supply of our 
raw material. His fears have turned out to 
be only too well founded, and we, along with 
other countries, including the Dominion of 
India, which have jute manufacturing indus- 
tries, are in a very difficult and serious 
position. 

The reserves of raw jute held throughout 
the world have been falling rapidly since the 
end of the war. It was hoped, in view of the 
high prices ruling, that the crop for the jute 
year July, 1948, to June, 1949, would be a 
large one. The estimates at first were en- 
couraging, but as the sezson progressed fore- 
casts became more pessimistic. Serious flood- 
ing in Eastern Bengal in June and July 
reduced the outturn considerably, and in 
addition had a bad effect on quality. The 
size and quality of the crop is not by any 
means our only difficulty. There is the 
equally serious problem of transport within 
the Dominions of India. and Pakistan, and 
this is the point to which Mr Cox made 
reference last year. 


SITUATION FPOLLOWING PARTITION 


After Partition, Eastern Bengal with ap- 
proximately 75 per cent. of the jute growing 
area, and a very small mill capacity, was 
included in Pakistan, while Western Bengal, 
with 25 per cent. of the jute growing area and 
practically all the jute mills, was included in 
India. Approximately 90 per cent. of the 
former export trade in raw jute was shipped 
from the Indian port of Calcutta and 10 per 
cent. from Chittagong, Pakistan’s only port. 
Partition, therefore, cut the established lines 
of communication, throwing an unprece- 
dented strain on the relatively undeveloped 
transport service from the jute growing areas 
of Eastern Bengal down to the port of 
Chittagong. 

Naturally, Pakistan is anxious to build up 
its own exports from Chittagong, and this 
desire throws a more hopeful light on the 
long-term supply position of raw material to 
jute manufacturing countries throughout 
the world. Both India and Pakistan control 
the exports of raw jute by means of quotas, 
preference being given to hard currency 
countries. In Pakistan export licences are 
not required for the shipment of raw jute 
against hard currency, with a consequent 
increase in the difficulties of the United 
Kingdom. 


BOARD OF TRADE’S ACTION 


As a result of the serious situation which 
had arisen over raw jute supplies, the Board 
of Trade, as buyers of the raw material, 


decided that from November 3, 1948, it was 


necessary to put the spinning section of the 
industry on a raw jute quota basis which 
reduced the industry’s consumption by 
25-30 per cent. This had the effect of re- 
ducing your company’s consumption of raw 
jute in the spinning mills by approximately 
160 tons per week. Your directors have been 


able to keep all the modern sliver spinning 
machinery, and the major part of the high 
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| Specd rove spinning machinery, ‘running to 
die? 


capacity; nevertheless, the was 
serious.. The, weaving section of the trade 
(a smaller section’ than the spinning) also 
suffered drastic cuts, which in our ¢g 
amounted to 80 tons per week, 3 


It is too early to say if shipments 
jute from India and Pakistan Guinn ~ 
current jute year will be sufficient to Prevent 
further cuts in the level of production, If 
further cuts are to be avoided, a very marked 
improvement in sepenence against Pakistag’ 
quotas must be forthcoming. Pope ke 


NEW MACHINERY CONTRACTS 


Your directors reviewed the question’ ¢f 
existing contracts for new machinery, some 
of which has been on order for ovet two 
years. After careful consideration of all the 
relevant factors, they decided unani 
against cancellation, so that their recon. 
struction programme could be adhered to; 
and thereby enable the company to take full 
advantage of subsequent increases in taw 
jute supplies, 


We have for some years adopted a policy 
of progressive mandecaieetina an inning 
mills. This policy has enabled the company 
to be one of the cheapest producers in. the 
industry. It has also permitted higher 
to be paid, has provided better working con. 
ditions, and from our customers’ point of 
view has produced a better quality of yarn 
This policy was endorsed by the Jute Work- 
ing Party, and its report showed that when 
all machinery on order by the industry at 
May, 1946, had been installed, some 40 pet 
cent, of the sliver spinning machinery in the 
trade would be owned by your company, 

In their post-war programme your directors 
placed contracts for sliver spinning machin- 
ery to re-equip three mills. Mr Cox told:you 
last year that the first of these, in Caldrum 
Works, was running to capacity on two 
shifts, The second, in Bow Bridge Works, 
has just started, and we hope that the third, 
in Manhattan Works, will commence pro- 
duction in about a year to fifteen months. 
During the past year considerable progress 
has been made with the development of 
automatic weaving, and the experimental 
stage is now almost complete. 


OTHER ACTIVITIES 


While the fixed assets of your company 
are largely tied up in spinning mills. and 
weaving factories, it is not only om these 
that the future earning capacity of your 
company depends. As a measure of the 
diversity of your company’s activities you 
should know that we have a rope and twine 
department, three bag sewing factories using 
both Dundee and imported Calcutta ¢loth, 
and also a merchandising department which 
does a large business in imported Indian 
manufactured goods. We are expanding our 
spinning of rayon as rapidly as the allocation 
of raw material will allow. Our Tay carpet 
works is well into production after its wat- 
time concentration; this factory pr 
a lower grade of carpet than that made by 
the woollen carpet manufacturers, but 4 gf 
which, nevertheless, is in good demand both 
in this country and throughout the W 
Our Stanley cotton mill has found a 
sale for its products, comprising 
yarns, sewing twines, belting, conveyor 
elevator webbings, and tapes. 


Our direct exports during the past yeat 
have been limited to the extent of the hieences 
granted by the Board of Trade, There 
evidence, particularly in the Amerian 
Canadian markets, that the present level of 
prices of jute products is too largely 
on account of the uneconomic price of 1 
jute, and this may seriously a out 
ability to compete with cheaper substitutes 


PERSONNEL DEPARTMENT 


In his statement last year Mr Cox said 
that we had been greatly assisted by our Pe 
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onnel department, 
small, developing slowly but surely, and co- 
ing with, rather than taking the place 
a management. We have every reason to 
believe that the confidence of the manage- 
and of the workers has been obtained, 
will established. The personnel 
field is extensive and there is great scope for 
many developments, for each of which the 
question of cost must be carefully considered. 
Labour is not a commodity; it consists of 
individuals with feelings, ambitions and 
ideas, and the problem is to harness these 
individuals into a team which will give of 
its best for the benefit of the company, com- 
munity and nation, 


We believe that a personnel or labour 
ent is a service provided by the em- 
ployer for the mutual benefit of both 
employer and employee. Large companies 
which are a feature of modern industry, ten 
to lose that personal contact which is such 
a praiseworthy feature of small businesses. 
Irrespective of the size of the business care 
must be taken to ensure that this friendly 
and informal contact is maintained. 


We took as our object in instituting a 
personnel department that it would assist 
the management in establishing a sufficient, 
eficient and contented labour force. That 
object we know to be a good one, difficult 
to achieve, but deserving of every effort. 
You cannot legislate for personnel manage- 
ment or adopt it as a fashionable develop- 
ment of industry. It must be based on a 
sound policy propounded by the directors, 
supported by the management, and recog- 
nisea by the workers. ‘There is no short cut 
to success ; it is a slow and sometimes difficult 

ss. The efforts must be directed 
towards the final goal of production, and the 
intangible results of a personnel deparument 
should be identified when looking at the 
picture as a whole. 


The best advertisement for any company 
is a satisfied and contented worker, of whom 
we have many. As a result of the jute 
shortage it was with great regret thar the 
directors were compelled to dismiss a number 
of workers, although a proportion of them 
were transferred to processes not affected 
by the reduction. This necessary action has 
brought hardship and uncertainty to many 
peop'e connected with the industry, and in 
addition has been most disappointing and 
discouraging to the management and to the 
personnel department, im view of their suc- 
cessful efforts to increase production over the 
last few years. 


Space does not permit me to give a de- 
tailed description, or even allow a fair repre- 
sentation of the company’s many activities 
and endeavours in the personnel field, some 
of which have been cited as examples to 
other indusiries throughout the country. I 
would like, however, to deal with one aspect 
M particular, and that is publicity. The 
“basic industries ” of this country, of which 
Oufs is One, and without which the country 

mid not exist, are constantly compared 
with newly established “light industries ” 
and subjected to criticism, with particular 
teference to working conditions. Most of 

criticism, bearing in mind the type of 
work which has of necessity to be carried 
out, is ill-informed and is made without 
the enormous strides that have 

‘made in the post-war years, particu- 
larly in this industry, and by your company. 

The fact that the outside of a building has 
not changed for fifty years does not mean 
that the working conditions inside have been 
left unaltered. I can safely say that our new 

and factories, housed as they are in 
Works built in the last century, compare very 

with any industry in Dundee. 
Canteens, first-aid rooms, facilities for social 

and, in our Camperdown works, a 
nursery of the very highest standard, go 
ove that your company recognises the 
! and merit of the human factor in 
Our relations with the trade 
and workers continue to be good. 
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This department is 


The principle of joint consultation is recog- 
nised and practised in thecompany. 


WORKING PARTY’S REPORT 


The Jute Working Party published its 
report last June. The recommendations all 
centred around Protection. The Govern- 
ment, while unable at. the time to accept 
this recommendation, did give the trade the 
assurance that they recognised the industry 
to be a strategic one and that they could not 
face the prospect of an undue decline in the 
size of the jute industry below that reason- 
able level which would be required to main- 
tam the counwy in time of emergency, and 
also to provide minimum essential supplies 
im time of peace. “ That reasonable level” 
has not yet been defined, but your directors 
are confident that there wijl be ample room 
for progressive firms like your own who are 
prepared to keep abreast of modern develop- 
ments. The other recommendations so far 
as they affect individual firms have all formed 
part of the postwar policy of your company. 
The kind of “grouping” envisaged in the 
report is very similar to our present 
organisation. 


THE ACCOUNTS 


In presenting the annual accounts, which 
are the first accounts in the form prescribed 
by the Companies Act, 1948, it is not practi- 
cable to show comparative figures with the 
previous year. For purposes of comparison, 
however, I am able to inform you that the 
profit for the year of the parent company, 
including dividend from a subsidiary com- 
pany, income from investments, interest and 
transfer fees, and after providing for taxation, 
exceeds last year’s profit by £146,346. While 
part of this increase is due to the progressive 
modernisation of machinery, it is largely 
accounted for by increased turnover in all 
our activities. 


DEPRECIATION AND DEFERRED REPAIRS 


In the accounts there are several points 
to which I would Jike to draw your attention. 
The buildings owned by your company are 
substantially built and in good repair, but on 
account of their construction do not always 
lend themselves to the housing of modern 
machinery. Your directors, therefore, have 
considered it prudent to write down their 
value by £50,000. 


The provision of £60,000 for depreciation 
and obsolescence of plant, machinery and 
equipment, together with provisions made in 
previous years, cover the amount allowed by 
the Inland Revenue over the same period. 
This allowance is calculated on the original 
cost of plant and machinery, but owing to 
replacement costs being between two and 
three times higher than prewar, it is wholly 
insufficient to replace old and uneconomic 
plant and machinery at present-day prices. 


Your directors have found it necessary to 
supplement these provisions by transferring 
£165,000 to reserve for reconstruction of 
buildings and modernisation of plant, bring- 
ing the total amount under this heading in 
the balance sheet up to £415,000. You will 
observe from the note in the parent com- 
pany’s balance sheet that this sum, together 
with the EPT postwar refund figure of 
£84,517, does not provide in full for the 
company’s commitments for capital expendi- 
ture. These commitments in no way cover 
any expansion in your company’s business ; 
they have been incurred necessarily to replace 
old and uneconomic machinery. 


Because of our inability to procure licences 
to proceed with certain of our deferred re- 
pairs, the cost of executing these, on account 
of rapidly rising prices, will be considerably 
more than the sum originally _ prior 
to September, 1945. It has, efore, been 
found necessary to provide a further £41,000 
this year to cover this increased liability. 


537 
EFFECT OF INADEQUATE ALLOWANCES 


"Phe ‘effect’ of inadequate allowances for 


depreciation and obsolescence of plant and 

imnery, coupled with income tax and 
profits tax at the present levels, means not 
only the taxing away of real capital, but 
places industry in the position of being un- 
able to plough back sufficient resources to 
cover capital expenditure.on the scale re- 
quired to keep abreast of modern develop- 


ments. 


We hope that in his next Budget the 
Chancellor of the Excheauer, who ‘never 
ceases tO stress the need for more efficient 
industrial plant, better production technique, 
and increased production per man hour, 
will be consistent and assist industry by 
making an additional allowance for deprecia- 
tion of fixed assets, and by relieving the 
heavy burden imposed by profits tax. 


CAPITAL STRUCTURE 


At last year’s annual gencral meeting, and 
subsequently by letter, certain ordinary 
stockholders asked questions concerning the 
Capital structure of the company which 
appeared from their point of view to be an 
unfortunate one. It is, therefore, necessary 
for me to make the position clear, and to 
say that had a reconstruction of the capital 
of your company not taken place in 1929, 
the ordinary stockholders would be in a 
very much worse position today due to the 
considerable arrears of preference dividend 
which would have by now accumulated. 


When the capital reconstruction was 
carried out the nominal value of the prefer- 
ence holdings (subsequently converted into 
stock) was halved; the preference stock- 
holders also surrendered a fixed cumulative 
dividend of 9 per cent., and an additional 
dividend of up to 6 per cent. out of one- 
third of the profits available for distribution 
after payment of the fixed dividend. As 
compensation for the surrender of their 
tights they were granted two-thirds of the 
voting power, a participating non-cumulative 
dividend of up to 8 per cent, on a reduced 
nominal value, and where additional profits 
are available for distribution, four-fifths 
thereof, the remaining one-fifth falling to the 
ordinary stockholders. 


DIVIDEND POSITION 


It will be apparent that the payment of a 
small ordinary dividend requires the distri- 
bution of a relatively large additional sum to 
the preference stockholders. In view of the 
voluntary limitation of dividends desired by 
the Chancellor of the Exchequer, of the 
mecessity to appropriate large sums for 
capital expenditure not covered by Inland 
Revenue depreciation allowances, and even 
more, because of the serious lack of raw 
jute, your directors have come to the con- 
clusion that, while recommending, as last 
year, the payment of a dividend on the 
preference stock at the rate of 8 per cent. 
per annum, less income tax, they are unable 
to recommend a distribution of dividend to 
the ordinary stockholders, carrying with it, 
as it would, an increased dividend to the 
preference stockholders. 


In conclusion, I would like to convey the 
deep appreciation of the board to all manage- 
ment, staff and employees, at home and over- 
seas, for their work during the year. Without 
co-operation and team spirit, the results 
before you could not have been achieved. 


The report and accounts were unanimously 
adopted, and the dividend as r 
on the preference stock was approved. 


The retiring directors, Mr W. R. Hutton, 
Mr B. C. Walker, Mr G. H. Pilcher. Mr 
William Cook and Mr W. H. Pilcher, were 
re-elected; and the remuneration of the 
auditors, Messrs Dewar and _ Robertson, 
nevine been fixed, the proceedings termin- 
ated. 
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HARRODS LIMITED 


CENTENARY YEAR 
CONTINUED PROGRESS 


SIR RICHARD BURBIDGE ON TRADING PROSPECTS 


The fifty-ninth amnual general meeting of 
Harrods, Limited, will be held on the 7th 
proximo in the Assembly Rooms oa the com- 
pany’s premises, Brompton Road, London, 
S.W.1. 

The following is the statenient by Sir 
Richard Burbidge, Bart., C.B.E. (chairman 
and managing director), which was cicculated 
with the report and accounts : — 

Before dealing with ‘the results for the past 
year, it is only fitting that I should make brief 
reference to the fact that 1949 is our 
centenary year. 

Since 1849 when the name Harrod first 
appeared on a small shop in what is now 
known as the Brompton Road, the business 
has grown into one of the greatest of its kind 
in the world and “ Harrods” has become an 
honoured household word: in fact “ There 
is only one Harrods.” 

To explain this growth is perhaps not 
difficult. It follows a trading policy that has 
always been based on service, and on fair 
dealing with suppliers, customers, staff and 
shareholders alike. The present directors 
gratefully acknowledge their indebtedness to 
their predecessors whose efforts have conici- 
buted so much to Harrods wonderful good- 
will. We look with confidence to the safe- 
guarding and nourishing of that goodwill for 
a future no less progressive than our en- 
couraging past. 


1948-1949 


The accounts for the year have been drawn 
up to comply with the provisions of the Com- 
panies Act, 1948. Additional information is 
provided by the consolidated accounts which 
give details of your whole group of stores. 
Owing to the new form of the accounts com- 
parative figures are not given this year, but 
will be shown in future. 


Trading during the first half of the year 
followed the pattern of the previous year— 
sales continued to increase but the rate of net 
profit continued to fall, due to further cuts in 
the rate of the permitted gross profit and 
further rises in expenses, chiefly wages. To- 
wards the end of the first half and during the 
remainder of the year, it became increasingly 
clear that the spending power of the public 
was decreasing, while at the same time, the 
supply of many articles increased. As a result 
the sale of higher priced goods like furniture, 
furs and jewellery slowed down, while the 
buying of other articles became much more 
selective and was directed mainly to men’s 
and women’s clothing. Coupons have un- 
doubtely lost their value as a means of con- 
trolling the fair distribution of clothing. In- 
deed, clothing coupons will soon become as 
farcical as B.U.’s were before they were 
finally abolished, and I see no justification 
for the expense involved to the retailer and 
the taxpayer in retaining the rationing scheme. 

The prevailing conditions did not affect 
the subsidiary companies to the same extent 
as Harrods, as these companies are chiefly 
concerned with the sale of clothing, and they 
all made increased profit. On the other hand 
although the trade of Harrods, London in- 
creased slightly this was not sufficient to 
counteract the decreased margin of profit and 
increased expenses, so that the net profit was 
less than last year. 


In previous years dividends fram the sub- 
sidiary companies have been brought into 
Harreds accounts only when paid, so that the 
amoimnt dealt with by Harrods did not cor- 
respond with the dividends declared by the 
subsidiaries. This year, in order to show 


the exact position of ail your undertakings 
at the end of the year for the purposes of the 
consolidated profit and loss account, their 
final dividends have been included, and this 
practice will be followed in fygure. Further, 
a dividend of £19,250 net has been declared 
by Dickins and Jones, Limited, the first 
since 1939, and in all, dividends from sub- 
sidiary companies dealt with this year are 
£37,829 net in excess of last year’s total. 
Although Harrods have taken more from the 
subsidiaries by way of dividends than last 
year, the amount retained by them 1s still 
£115,054. 


The final result of the year’s working of the 
group was that the profit, after taxanion, to 
be dealt with by Harrods, Limited, amounted 
to £479,139, against £470,260 last year. A 
transfer of £30,000 to buildings reserve is 
again being made and the directors recom- 
mend the payment of a final dividend of 10 
per cent. and a bonus of 5 per cent., making 
20 per cent. for the year, the same as for the 
two previous years. The amount to be 
carried forward will then be increased by 
£20,468 to £300,968. 


CONSOLIDATED PROFIT AND LOSS 
ACCOUNT 


As I have already intimated, the total 
trade of the group increased during the year. 
As you will see from the consolidated profit 
and loss account, the total gross profit of 
the group was £5,030,077 and the total net 
profit £1,485,126, which, after the deduc- 
tion of £907,725 for taxation, becomes 
£577,401. Expenses amounted to £3,544,951, 
out of which salaries, wages and pensions 
accounted for £2,118,796. 


William Holt and Sons (Walshaw), 
Limited.—As stated in the notes to the 
accounts, part of the reduction in the cost 
of this investment represents a charge against 
the profits of Harrods, Limited. It is ex- 
pected, however, that the proceeds of the sale 
of the remaining assets will substantially 
cover both the present book value of the in- 
vestment and the amount written off this 
year by Harrods, Limited. Moreover, we 
have earned considerable goodwill by being 
able to offer our customers this stock of 
high-grade towels and other textile goods. 


BALANCE SHEET—HARRODS, LIMITED 


IT will now refer to one of two items in the 
balance sheet of Harrods, Limited. Reserves, 
as you will see, amount to the substantial 
figure of £3,318,128, and to comply with the 
Companies Act are divided into capital and 
revenue. The amount shown as share pre- 
miums, £1,269,485, is, according to the advice 
of counsel, the maximum amount identifiable 
under this heading. Perhaps I should make it 
clear that to all intents and purposes the 
share premium account forms pact of the 
capital of the company. 


The banking department balances now 
reach the record figure of £1,846,929. The 
changes in the other items on the liabilities 
side of the balance sheet are mainly due to 
the new form of accounts and represent for 
the most part transfers from liabilities to 
revenue reserves. 


The change in the method of showing the 
asserts reveals the fact that fixtures, fittings 
and plant standing in the books at £213,976 
and representing all fixtures, etc., in use at 
Bromp*on Road and Manchester, originally 
cost nearly ten times this amount. 

There is no change in the trade invest- 
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ments except for a reduction of £142 ; 
the value of William Holt pong 
(Walshaw), Limited, the reason for which [ 
have explained. 


Stock-in-trade at £1,926,064 is | 
last year and is a sign of changing conde 
Gilt edged securities and cash amount tg 
£2,285,349, evidence of the strength of Our 
liquid position. 


CONSOLIDATED BALANCE SHEET 


ae to yin balance 

you will notice that the reserves am 
£3,993,063. This means that the éihaes 
attributable to the ordinary stock of Harrods 
are nearly £6,200,000, and this is taking the 
assets at their book value. The real value 
of these assets certainly far exceeds the 
value. For instance the land and build; 
are shown in the balance sheet at £7,373,634 
whereas the replacement value of the build- 
ings alone fot  imsurance purposes js 
£12,000,900. Again the fixtures, plant and 
rolling stock employed in all your businesses 
and which originally cost £2,799,323 ace 
taken in at £331,343 whereas the insurance 
value is nearly £4,000,000. - 


The property covered by war damage: 
claim refers to the John Walsh building a 
Sheffield. 

Premiums at which shares in subsidiaries 
are held £520,078 represent the difference 
less reserves between the nominal amount of 
the share capital of the subsidiaries held by 
Harrods and the price paid for the shares. 


The only other item to which I need refer 
is the liqu'd position. The total holding of 
Government securities and cash amounts to 
£3,131,671, an impressive total, while the 
current assets exceed the current liabilities 
by no less than £2,774,173. 


I am sure you will agree that the two 
balance sheets indicate a position of great 
strength, fully endorsing the financial policy 
pursued by your directors. 


Before concluding my remarks concerning 
the figures, I should like to emphasise the 
important part played by the associated 
businesses towards earning this profit of 
nearly £1,500,000 shown by the consolidated 
profit and loss account. Of this amount 
more than half arose from Kendal Milas 
and Company, D. H. Evans and Company, 
Limited (including J. F. Rockhey, Limited), 
Dickins and Jones, Limited, and John Walsh 
and Company. 


During recent years we have developed 
the policy of allowing the subsidiaries to build 
up their own internal position, with the result 
that during the last year D. H. Evans pur- 
chased from their own resources the business 
of J. F. Rockhey, Ltd., of Torquay aad 
Newton Abbot, for £259,556, while Dickias 
and Jones, who last year reduced their diben- 
ture issue by £357,714, have this year appro- 
priated £29,791 from their current profits 
towards the climination of the goodwill item 
of £218,106, which has been completely 
written off their balance sheet. Given any- 
thing like normal trading conditions we caf 
now look forward to increasing returns 08 
these investments. 

Although John Walsh earned a larger profit 
for the year and the result was satisfactory 
in view of the very cramped conditions under 
which they are trading, we are conce at 
the delay in coming to a decision with reg 
to the blitzed site, 

An imposing town planning scheme bas 
been prepared for Sheffield as a result of 
which Walsh’s were asked to agree 10 
their site to the Corporation and take a long 
lease on most of their old site, to which we 
would agree were ie not for certain 
tions as regards circulation of pedestrat: 
other traffic, which to say the least 
a serious handicap to successful trading.” — 

A public inquiry brought many protests 
against the heavy cost of the scheme | the 
restrictions placed on trading. We 
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¢ made it clear that we are not prepared 
Ie puild to the plan suggested, and as the 
oration of Sheffield are undoubtedly 
athetic towards our point of view we 
poping for some relaxation. 


TRIBUTE TO STAFF 


It is usual for chairmen of companies in 
their annual reports to praise the efforts made 
by their staffs. You will realise that in our 
business such praise assumes a deeper im- 
portance since the customer-staff relationship 
is so intimate that the goodwill of the firm 
is every day and every hour of the day largely 
in the hands of our employees. On behalf 
of the board and of the stockholders I express 
my warm appreciation of the invaluable con- 
tribation they are making to the continued 
success of the firm. 


‘Looking back on our long history and on 

the vital part played by the staff in our 
growth, I feel that stockholders should know 
more about the staff, and I have therefore 
granged for a special section on Tradition 
and Service to be included on a later page 
of this. report. 


PRICES 


“[Thave already mentioned that considerable 
customer resistance is being met at the present 
price levels, and as there is a great deal of 
misconception as to how the price ‘of goods 
js made up and as the retailer as a rule is 
held responsible for what are undoubtedly 
high prices, let us examine our own case. 
The price the customer pays for our goods 
js made up of three items: (1) the amount 
we pay to the supplier for his goods; 
(2) the amount we pay to the supplier in 
respect of purchase tax, and (3) the amount 
we add to (1) and (2) which amount (limited 
by the margins fixed by the Government) 
is usually referred to as profit, but which in 
fat. must provide for wages and al! other 
expenses of doing business, as well as for 
iaxalion, reserves and dividends. 


The only wavy, therefore, that we can 
teduce prices is by cutting expenses, reserves 
ow dividends. 

Of the expenses two-thirds are for pay- 
nenis t0 or on behalf of staff, present and 
past. We do not wish to save in this direc- 
tion as the whole future of the business 
depends vitally on the quality of our staff. 


Other expenses including the cost of light, 
heat, transport, packing, etc., are down to 

» bare minimum—they amount now to 
only one-third of the total expense ; before 
the war they represented one-half—any 
forther reduction would gravely jeopardise 
the business. 


Reserves chiefly consist of provision in 
fespect of depreciations and are considerably 
less than in past years. Further to reduce 
this item would not be wise. 


DIVIDENDS AND TAXATION 


But it is not really the amount of expenses 
Of reserves that attracts criticism, it is the 
dividend paid to the shareholders. Now these 

ends related as they are to the issued 
of a company sometimes tend to 
{@teate an entirely false impression as they 
#ive.no indication of the real rate of return 
~that is, the rate on the amount of capital 
actually employed in a business. For that 
feason many companies would be only too 
happy to increase their nominal capital so 
that. it came into line with the capital em- 
ed, but they are prevented from doing 
%© by the tax on bonus issues. This tax is 
Rot imposed for revenue purposes but for 
Purely political reasons. 


To return to our own case—what in fact 


ods group they amount to £440,000 net. 

€t providing for the preference stock- 

8 of Harrods, Dickins and Jones and 

D. H. Evans, £243,600 is paid to the 30,000 
edinary stockholders of Harrods. Now the 
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value of the assets atwibutable to thé ofdinar 
stock, taking the insurance ei of the build 
ings and fixtures and not allowing anything 
for site values is £14,500,000, The net return 
on this basis is 1.7 per cent., while the 
gross dividend is at the rate of only 3 per 
cent. Smal] sign of excessive profits here. 


The only remaining item in the price the 
customer pays is taxation. Taxation consists 
of income tax, profits tax and purchase tax 
and accounts for more than half the differ- 
ence between the amount paid by the 
customer and the amouni paid to the sup- 
plier for his goods. 


Income tax at the present rate may be 
necessary for revenue and economic purposes, 
but it is undoubtedly a heavy brake on pro- 
duction and at the higher level; on initiative 
and the willingness to take the risks which 
are so necessary fer success. Moreover, it 
is quite impossible to build up adequate 
reserves when such provisions are taxed at 
the rate of approximately 10s. in the £. That 
profits tax should be chargeable on the 
amount paid in preference dividends is to my 
mind iniquitous; all fixed payments such as 
these should be exempt from this tax. 


EFFECTS OF PURCHASE TAX 


Purchase tax accounts for a large pro- 
portion of the price the customer pays ; for 
instance, if we pay a supplier 12s. for an 
article the customer pays an extra 4s. 6d. or 
12s. for purchase tax. Apart from the cost 
of financing the purchase tax the retailer is 
badly hit in two other ways by the method 
of collection of this tax. Not only must he 
himself bear the losses on his stocks when 
the tax is reduced, and such losses amounted 
to quite a considerable sum in your businesses 
during the past year, but often the tax is 
subject to what is known as an uplift. If we 
make in our own work-rooms an article on 
which the rate of purchase tax is 100 per 
cent. the Commissioner of Customs and 
Excise contends that the cost of this article 
is less than we should pay for a similar article 
outside and charges the tax on this outside 
price. In consequence the rate of tax jumps 
up to about 122} per cent. of our cost, the 
result being that the customer does not reap 
the full benefit from the fact that we can pro- 
duce at a cheaper price. In the same way this 
uplift applies to many articles we buy direct 
from manufacturers. 


Middlemen, as they are called, are often 
blamed for the cost of distribution, but 
apparently the Exchequer considers they are 
necessary, for tax purposes at any rate. 


I do not say the following example is 
typical.of all our purchases but it shows the 
effect of taxation on the cost of some goods. 
We recently purchased certain articles in 
Paris for £65: import duty and purchase tax 
with uplift on these goods amounted to £150. 
The articles when put on sale were certainly 
dear, but whose fault was it? 


Is it not obvious who is responsible for 
the high cost of goods? 


PROSPECTS 


I think that each year it becomes increas- 
ingly difficult to give any forecast of trading, 
which is affected by so many circumstances 
out of our control. There is no doubt that 
the Chancellor’s disinflation policy is having 
its effect and that the public have less surplus 
money to spend. The appeal of fashion will 
maintain the demand for clothes even in the 
face of other demands on the customer’s 
purse, but I do not think that the demand 
for furniture and household goods, now that 
the need for immediate replacements has been 
met, will increase until more homes become 
available. 

It may be difficult to maintain our turnover 
at a figure sufficiently high to counteract im- 
creasing costs, but 1 am sure that our manage- 
ments, buyers and staff are second to none 
and that they will all do their best to make 
the coming year successful. 


539. 
BRITISH TYRE AND RUBBER 


RECORD BUSINESS 


The twenty-fifth annual general meeting of 
the British Tyre and Rubber Company, 
Limited, was held on 16th instant in London. 


Sir Walrond Sinclair, K.B.E. (the chair- 
man) said that a year ago he had pointed 
out that the company had shown progressive 
results for many years and added that the 
returns then available were satisfactory. As 
a matter of fact the volume of business had 
continued to expand and by the close of the 
financial year had reached the highest level 
in the history of the company. As a result, 
the trading profit of the group showed an 
advance of £280,375 to £1,648,825, the 
latter figure well exceeding the issued capital. 


He would like to direct shareholders’ 
attention to one or two specific items in the 
group profit and loss account. The board 
had considered it prudent to allocate £150,000 
of the year’s profit to a plant replacement and 
stock reserve. As they were doubtless aware, 
most plant had more than doubled, and 
certain types of equipment had actually 
trebled in cost during the past few years. The 
revenue authorities, however, only permitted 
income tax allowances on the first cost of the 
existing plant and consequently what might 
be called normal tax-free depreciation became 
totally inadequate to make provision for re- 
placement at today’s higher cost. Taxation 
relief should, therefore, be given on money 
ploughed back from profits for the purpose 
of replacing fixed assets, and there would 
appear to be few, if eny, technical difficulties 
confronting the revenue authorities in putting 
that into effect. 


UNPRODUCTIVE TASKS 


The charge in the group profit and loss 
account for profits tax and income tax was 
the extremely heavy one of £843,258, 
equivalent to approximately lls. 6d. in the £ 
of the net profit Unfortunately it did not 
end there. They were continually having 
heavy and totally unproductive tasks thrust 
upon them, each with its spate of form fill- 
ing. That the added cost to production of 
those burdens was a heavy one was only too 
apparent. In the meanwhile governmental 
expenditure kept steadily rising, the sellers’ 
market abroad was definitely over, making 
overseas sales increasingly difficult, while at 
home purchasing power was declining. 


He felt the period before them was going 
to be difficul. They would certainly be 
forced to face up to realities by hard work, 
greater production at lower cost, the elimina- 
tion of every kind of unproductive effort, 
more output per man-hour and the clearance 
of all needless controls and restrictive 
practices. Above everything the need for 
lessened government expenditure was para- 
mount. Only in that way could the burden 
of taxation on the country be lightened and 
the necessary incentive to encourage every- 
one to give of their best. be brought into 
effect. 


THE FUTURE 


He was inclined to be less hopeful with 
regard to the immediate future. On the long 
view, however, he was still confident, but he 
had considerable doubt whether they could 
expect a continuation of the progress achieved 
during 1948. Fortunately when one looked 
at the balance sheet one could take some 
comfort that whatever the difficult weather 
ahead they were financially well equipped to— 
ride the storm. In the very uncertain out- 
look it would seem doubtful if the volume 
of turnover would continue at the same rate 
as hitherto, and it was possible that the 
results now under review might to be 
the apex for a year or two. Indications are 
only too evident that the cost curve has risen 
somewhat more steeply since the commence- 


ment of the current year, with a tendency 
for this trend to continue. 


The report was adopted. 
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GUY MOTORS, LIMITED 


CONTINUED INCREASE IN OUTPUT 
EXPORT MARKET EXPANSION 
MR SYDNEY S. GUY’S REVIEW ON FREEDOM FOR INDUSTRY 


The thirty-third annual general meeting 
of Guy Motors, Limited, was held, on 
March 11, at Wolverhampton. Mr Sydney 
S. Guy, M.I.Mech.E., A.M.1E.E. (chairman 
and managing director), presided. 

The following is an extract from the chair- 
man’s statement, circulated with the report 
and accounts :— 

You will see from the balance sheet that 
the preference stock has been redeemed, and 
that the 5 per cent. first morigage deben- 
tures, of which the balance last year was 
£23,000, save been repaid. 

You. directors deem it prudent also to 
create a reserve of £50,000 against a possible 
fall in the value of the particularly heavy 
stocks which present conditions make it 
necessary that we should carry. This reserve 
is made up of £20,000, previously set aside 
for contingencies and £30,000 transferred 
from profits. 

I would draw your attention to the fact 
that the total reserves built up ovér many 
years amount to £615,906, which in relation 
to the issued capital of £332,500, shows the 
solid foundation on which your company 
rests. 

A requirement of the new Companies 
Act is that the amount of taxation has to 
be disclosed and it has had the effect of 
bringing more vividly to cur notice the 
magaitude of this amount in relation to the 
net profits of the company. In the present 
case the taxation amounts to £100,000, whilst 
the net profit retained by the company is 
enly £89,000, including £30,000 reserve. 
There is a minority cf people who might 
consider this a good thing for the National 
Exchequer, but in actual fact it is bad for 
any industry, sapping as it does the very 
reots of a company’s financial strength, 

There is another side to this taxation ques- 
ticn the Government are, very wisely, in- 
sisting on manufacturers obtaining the maxi- 
mum possible exports. 


TAXATION BURDENS 


Whilst I do not propose to give any figures 
which would make our competitors as wise 
as ourselves, I can say, that if, for instance, 
the amount of taxation we had to pay was 
halved, the immediate effect would be an 
appreciable reduction in the price of. our 
vehicles for export. 

For the foregoing unchallengeable reasons 
your directors fully endorse the statements 
that have been made by the various indus- 
trial associations and chairmen of banks, that 
if this country ever hopes to restore, in some 
large measure, her economic position, she 
must at least maintain the high level of 
exports and, if possible, increase them, ‘This 
can only be achieved by curtailing the unpre- 
cedented and terrific amount of Government 
expenditure within this country, thereby 
allowing an immediate and substantial reduc- 
tion in the crushing amount of taxation 
which is the highest in the world. 


A further handicap to industry comes 
under the new ‘Towa and Country Planning 
Act—if we want to extend our works on our 
own land, purchased for this purpose many 
years ago, we have to pay the Government 
a substantial sum of money called “ Develop- 
ment Charge.” What encouragement for 
industry ! 


Although we commenced the financial year 
under review with large orders for export 
from some twenty countries, the difficulties 
in connection with international exchange 


and the non-availability of stesling held up 
shipments to some countries for long periods. 
I am pleased to be able to say, however, in 
recent months there has been a tendency for 
these difficulties to be overcome as the result 
of various trade agreements between this 
country and others, In spite of these dith- 
culties you will be pleased to know that our 
exports for the year under review created a 
record in the history of the company. 
Officials cf the company have visited 33 
countries during the year, and it may interest 
you to know that our vehicles operate in 
Kirkenes in the north of Norway inside the 
Arctic Circle, as well as in the heat of 
Kenya on the Equator, and in no less than 
34 countries throughout the world. In spite 
of the extremes of temperature and the 
varying conditions of terrain, you will be 
pleased to know that, without exception, we 
have most praiseworthy reports of the opera- 
tion of our vehicles. We continue to uphold 
our reputation for “Unparalleled Service ” 
and the repeat orders which we continue to 
receive are the best evidence of the success 
of our business policy, which is not to pro- 
duce necessarily the cheapest—but the best. 


FULL ORDER BOOK 


Our order book for the current year is 
well filled with important contracts, too 
numerous to mention, and as Government 
Ministers have stated that the export drive 
will have to continue to at least 1952 it is 
quite obvious that the output will be insuffi- 
cient to take care of the full requirements of 
the home market. With this in mind, many 
of our far-seeing customers have placed 
orders with us for buses and goods vehicles 
for delivery in 1950, 1951, and in some 
instances 1952, which I feel is a very wise 
precaution which I commend to the notice 
of other operaters. 

As you were advised in October last, your 
company acquired the Sunbeam Trolleybus 
Company, Limited, of Wolverhampton, who 
some years previously merged with their 
own the manufacture of the Karrier trolley- 
bus, and it is intended that Guy trolleybuses 
should also be manufactured in the Sunbeam 
works. I would emphasise that this merging 
of interests puts the Sunbeam Trolleybus 
Company into the position of being the 
largest trolleybus manufacturer in this coun- 
try, if not the world, and contracts are on 
hand for important undertakings at home 
and abroad including the municipalities of 
Newcastle, Tees-side, Wolverhampton, Maid- 
stone, South Shields, Glasgow, Reading, 
Ipswich, Durban, Johannesburg, Pretoria, 
Coimbra (Portugal), Adelaide, Brisbane and 
Western Australia. These orders will keep 
the company employed for many months to 
come. 


This transfer of the manufacture of Guy 
trolleybuses to Sunbeam will give your com- 
pany an opportunity of increasing their out- 
put of motor buses and trucks and further 
benefits will be obtained by the’ interchange 
between the two companies of their manu- 
facturing facilities. 


Whilst I have referred to the activities of 
the company in connection with the manu- 
facture of buses and trolleybuses, I would 
like you to know that a large proportion of 
our business always has been, and continues 
to be, the supply of goods vehicles largely 
to what are known as “C” licence holders 
who are not affected by the nationalisation of 
transport. We number amongst this class of 
customer many eminent firms, each operating 
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hundreds of our vehicles, whose 
household words throughout the world. ate 


In accordance with the ernmeny’ 
request we limited the dividend coma s 
to 15 per cent., the same rate as for eee 
12 years, and you are asked to confirm this 
amount as final for the year. 


My remarks would not be complete with 
out reference to the loyal and ready co-9 
tion of the whole of our employees, | ee 
particularly like to refer to the Practical ¢. 
operation we have received from both our 
employees and some of our suppliers sin 
the close of the financial year in an endeavour 
to stem the effect of the ever-increasing 
of materia] and wages and to keep dow she 
price of our vehicles for export. In con 
nection with this question of price jt does 
not seem to be fully realised by some of the 
Government Departments that to produce at 
the lowest possible price, the maximum 
uninterrupted production must be maintained 
and if through circumstances over which the 
manufacturer has no control the demands for 
export temporarily fall off, the surplus must 
go to the home market, otherwise the Teduc- 
ton and dislocation of output will inevitably 
increase prices, thereby curtailing the de. 
mand of the export markets. 


The report and accounts were adopted, 





TEMPERANCE PERMANENT 
BUILDING SOCIETY 


MR CYRIL W. BLACK ON SOCIETY’s 
PROGRESS 


The ninety-fifth annual meeting of the 
Temperance Permanent Building Society 
was held, on Wednesday, the 16th instant, 
at the Caxton Hall, London. 


Mr Cyril W. Black, J.P., F.R.1CS., RAL 
Chairman of the Society, in the course of his 
speech, said: The year under review has 
witnessed moderate expansion in comparison 
with the rapid growth of the preceding years, 
and has been, in the main, a period of 
consolidation. 


INCREASE IN ASSETS 


The total assets amount to a figure of 
£22,557,631, an increase of £1,809,388. The 
amounts due to shareholders and depositors 
aggregate £21,025,401. The increase’ of 
£1,917,278 would have been much greater 
had not considerable restrictions both on im 
creases in existing share accounts and on new 
share investments been imposed. But for 
these restrictions the Society would have 
found itself in possession of funds much in 
excess of the amount which could be profit- 
ably and prudently used in the business, The 
continuing and increasing desire of the im- 
vesting public to place its funds with us 
is a convincing testimony to the confidence 
which is felt in our shares and deposits as 3 
medium of secure and remunerative invest- 
ment. 


The total amount advanced on mortgage 
during the year was £6,375,670. The average 
amount owing on the Society’s mortgages 
was only about £875. Furthermore, ouf 
mortgage loans are widely spread throughout 
the United Kingdom, loans on properties @ 
the Greater London area accounting for only 
approximately 38 per cent. of the total. Yout 
directors continue to subject mortgage 
cations to rigid scrutiny mt have — 
only that part of the rota siness off 
with which they have been fully satisfied 
The aggregate amount for which applications 
were received during the year wes 
£11,000,000, and the fact that the tou 
amount actually advanced represents less U 
58 per cent. is surely evidence of the ng 
standards adopted. 


The profit and loss account again deus 
evidence of the almost crippling 
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thereby rendering impossible appropriations 


on 
0 nent expenses have been kept as 


re possible, compatible with efficiency. 


RESERVES AND LIQUIDITY 


es in the form of general reserve, 
augmey account and carry forward 
gmount to no less than £1,302,693. Cash 
and investments total over three and a half 
million pounds so that the society’s liquid 
position may fairly be claimed to be satis- 
factory. : 
I cannot conclude a review of last year’s 
fusiness without payimg my usual but none 
the less richly deserved tribute to Mr Ronald 
Bell, our energetic managing director, and to 
the members of his staff—at all times they 
have been loyal and unshaken in their deter- 
mination to maintain and even extend the 
operations and prestige of this great institu- 
pon. 


JHE OUTLOOK FOR BUILDING SOCIETIES 


As is customary on these occasions you 
would no doubt expect me to endeavour to 
give you a preview of the shape of things 
fo come—an extremely difficult and un- 
enviable task. Our business and indeed every 
business, is influenced and governed today 
not merely by economic factors but even 
more by political considerations. In many 


\ quarters thrift is at a discount and home 


ownership an ambition to be discouraged. 
Whatever the immediate future may hold I 

on record my conviction that the vogue 
of these mistaken theories will pass and that 
this nation will return again to those prin- 
ciples on which its former grandeur and 
prosperity were built, principles of thrift, 
sif-help, and honest endeavour which are 
the foundations of the building society 
movement without which our country can- 
not hope to recover its former greatness and 
thereby fulfil its destiny among the nations 
of the earth. 


The report and statement of accounts 
were adopted. 


the scale of former years. ~ 


SECOND, BRITISH ASSETS 
‘TRUST, LIMITED 
MR W. H. FRASER’S STATEMENT 


The seventieth annual general meeting of 
Second British Assets Trust, Limited, was 
held at Edinburgh, on the 17th instant, Mr 
W. H. Fraser, chairman of the Company, 
presiding. 


The following is his statement to share- 
holders : — 

Our gross revenue for the past year 
amounted 10 £184,767, compared with 
£178,426 for 1947. The former figure is to 
some extent inflated by the inclusion of the 
final dividends on certain of our railway 
holdings, representing, in some cases, more 
than a normal year’s income. On the other 
hand a number of dividends received during 
the closing weeks of 1947 were not on this 
Occasion received until after the close of the 
company’s financial year, owing to delay in 
payment consequent on the longer notice of 
annual meetings required by the 1948 Act. 
After providing for taxation, management 
expenses, interest and preference stock 
dividends the amount available for dividends 
on the ordinary stock was £56,098, repre- 
senting 29.2 per cent. gross, compared with 
£52,694 or 27.4 per cent. a year ago. 


INVESTMENT VALUATION 


A valuation of the investments at the close 
of the year shows a further reduction on the 
valuation a year ago, the appreciation being 
29.87 per cent. against 37.84 per cent. The 
fall is in some part due to the fact that we 
have not included in our valuation the 
premium ruling in London over the current 
exchange rate for dollar securities. 


During the past year we have endeavoured 
to arrest the trend of increased investment 
in the United Kingdom which has taken 
place in recent years. The table dealing with 
the location of investments, which is 
appended to the report, is a little misleading 
as it actually shows some increase in our 


541 


_ fands invested in the United Kingdom, but 


_ is largely the result of recent replace- 
ent of our South American Railway 
securities. 


I would :further draw attention to the 
table, also annexed to the report, showing 
the distribution of ou: investments °s 
between fixed interest bearing securities and 
equities, if only to point out that this dis- 
tribution at the present time is also somewhat 
misleading in respect that the equity section 
includes certain coal and’ other holdings 
which are earmarked for nationalisation, but 
which have not yet been actually replaced. by 
Government securities. 


EFFECT OF GOVERNMENT EXPENDITURE 
AND CRIPPLING TAXATION 


During the past year further industries 
have been nationalised or earmarked for 
nationalisation irrespective of the efficiency 
with which they have been conducted in the 
past and largely on _ ideological grounds. 
Government spokesmen continue to dwell on 
the merits of private enterprise, urging 
expenditure to promote efficiency, stressing 
the necessity of hard work and emphasising 
the need for corporate and individual savings. 
Meanwhile the failure to. reduce expenditure, 
and crippling taxation, which create a sense 
of frustration, render saving impossible. 
Such conditions are not conducive to the 
efficient management and direction of busi- 
ness under private enterprise on which the 
success of the investment trust movement 
largely depends, nor is the position rendered 
easier by the uncertainty which exists as to 
when the flood waters of nationalisation will 
abate or when they wili engulf some. other 
industry. Meantime the field of activity 
available to the investment trust is neces- 
sarily narrowed, particularly in those areas 
where nationalisation of industry is fore- 
shadowed. 


It may well be that revenue for the time 
being has reached its peak but we do not 
anticipate any material reduction in revenue 
for the current year. 


The report and accounts were adopted. 





‘OTICES 


SOUTH AFRICA 


UNIVERSITY OF EDINBURGH 


Applications are invited for the post of Appointments Secretary. The 
post is a full-time one and the principal duties will be to act as Secre- 
lary to the University Appointments Committee and to advise and assist 
students and graduates in the choice of a career and in securing suitable 
appointments. 

Applicants should be University Graduates of good academic standing 
and wide interests, with experience of administration, Some knowledge 
of conditions in industry or ecommerce is desirable. 

The salary will be in the range £800-£1,000 per annum, according to 
experience and qualifications, with superannuation benefits. 

Applications, giving names of three referees, should be submitted 
het later than April 30, 1949, to the undersigned, from :whom full 
jarticulars may be obtained on request, i 

CHARLES H. STEWART, Secretary to the University. 
THE UNIVERSITY OF MANCHESTER 
FACULTY OF ECONOMIC AND SOCIAL STUDIES 
Applications are invited for the following posts: — 
READER, SENIOR LECTURER OR LECTURER. IN 
INDUSTRIAL RELATIONS 
READER, SENIOR LECTURER OR LECTURER IN 
INTERNATIONAL ECONOMICS 

Salary scales. Reader £950 to £1,100 per annum, Senior Lecturer £800 

‘o £50 per annum, Lecturer £500 to £800 per annum. Status and initial 
according to qualifications and experience. Merepewstip of the 
®S8.U. and Children’s Allowance Scheme. All applications should be 

“nt not later than April 30, 1949, to the Registrar, the University, 
Manchester, 13. from whom further particulars may be obtained. 

THE UNIVERSITY OF MANCHESTER 
FACULTY OF ECONOMIC AND SOCIAL STUDIES 

A tions are invited for the post of SENIOR LECTURER OR 
RER IN GOVERNMENT AND ADMINISTRATION. The post 
pollen to candidates with academic qualifications in any branch of 
pol institutions or public administration, Practical experience of 
‘ministration will be an additional qualification. Salary scale of 

Lecturer, £800 to £950 per annum, and of Lecturer from £500 

‘© 800 per annum. Initial salary according to qualifications and 

€. Membership of the F.S.S.U. and Children’s Allowance 

. All applications should be sent not later than May 14, 1949, 
to the Registrar, the University, Manchester, 13, from whom further 
—— ws may be obtained: idontondicd——ethodhi a 

UCTION MANAGER required in N.W. Kent. Must have 
engineering background, preferably a a and reached Executive 
atu in mass-production light electrical industry. Age 28/38. Versed 
Min essive management. Local housing becoming available. 

ae Salary £600, plus bonus, plus pension.—-Box 86. 
(jLASGOW.— Convenient Docks. Rail and City, self contained flatted 
at an ef some 43,000 square feet. Good facilities for handling oods 
Box 79, ev 





el. Low assessment and burdens. Principals only.—Reply, 


ee 


Two Directors of important South African/U.K. organisation, estab- 
lished fifty years, controlling large group of successful companies, 
arriving in May, invite interviews with Manufacturers, Commercial and 
Industrial Concerns who are interested in development in South Africa 
and to whom their operations may be of service. The Organisation has 
wide ramifications throughout Southern Africa includin Finance, 
Shipping, Insurance, Merchandise Distribution and allied activities and 
own Real Estate including Offices, Building andIndustrial Sites, also 
Bonded Warehouses with Railway Sidings, throughout Southern Africa 
and al! Ports, and considerable interests, with offices, éte.; in the TK. 
and Continent, Direct Overseas Representatives can be attached to 
our offices throughout the Union. Will consider financial participation 
if required. Undoubted Bank references, U.K. and South Africa, as to 
substantial financial resources, personal integrity and status. Write 
Box Y810, Willings, 362, Gray's Inn Road, London; W.C.1. 


AX ASSISTANT ACCOUNTANT is urgently required by Middle Kast 
Oil Company for Persian Gulf area as Assistant to Resident 
Accountant. Must be A.C.A. or A.S.A.A., and have commercial aceount- 
ing and general administrative experience. Salary starting £1,050 p.a., 
plus messing and accommodation. Age under 35. Write, giving brief 
details of experience, age, ete., and quoting K.785. to Box “R.M."’. c/o 
J. W. Vickers & Co., Ltd., 7/8, Great Winchester Street, London, E.C.2. 





SSISTANT ACCOUNTANTS required by Middle East Oil Company 
operating in Persian Gulf for duties involving Contracts Checking 
and Internal Audit. Should be A.C.A. or A.S.A.A. and have some pro- 
fessional or commercial experience after qualifying. Salary starting 
£1,000 p.a. if qualified, otherwise according to age and experience. 
Free messing, accommodation. Age under 35. Write, giving brief 
details experience, age, etc., quoting. K.266/860/881, to Box “ T.P.”’, ¢/o 
J. W. Vickers & Co., Ltd., 7/8, Great Winchester Street, London, E.C.2. 
YHARTERED ACCOUNTANTS, 30-35 years of age, wishing to widen 

/ their experience, ore invited to submit application for an appoint- 
ment with a well-known industrial organisation. Candidates who have 
served in the Forces and hold a University Degree would be given 
preference. The post requires good. personality and administrative 
ability. Commencing salary up to £1,500 per annum with: excellent 
prospects of advancement. Full details of qualifications and experience 
to Box $1. 


i ok required in main street’ of any busy town. You know 
the value of your property—but will your executors? Why not 
deal while you may with an old-established property holding company 
who are open to buv retail business premises (even if let on lease) 
in a first class position in any good-sized town at a fair price. Write 
particulars or ask for our representative to call—-Box 87. 00 
“& BLE Public Relations executive. economist, journalist, negotiator, 
4\. seeks better prospects.—Box 8 ctl 
\ AN interested in social aspects currency reform would like to 
4¥i meet others to form discussion group.—Box 90. 
V)OOKS BOUGHT. Ali subjects, Fiction, Nistory, Art, Economics, 
Science, Philosophy, ete.. wanted. Smal! collections or single vols. 
Best prices. State quantity available, We collect. J. CLARK, Book- 
seller, 18, Dalmeny Road, London, N.7. 
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Investment Statistics 


Company Notes 


Amalgamated Metal Corporation.—The 
ordinary dividend of Amalgamated Metal for 
1948 is 54 per cent, am increase of 4 per 
cent on the year. Provisional net receipts are 
up from £285,000 to £299,000. 

British Aluminium.—The preliminary 
statement of British Aluminium for 1948 
reveals a decline in total profit from 
£2,132,812 to £1,860,142 The dividend of 
10 per cent is unchanged. 

Brush Electrical Engineering —A divi- 
dend of 10 per cent is being paid on the 
ordinary stock of Brush Electrical for 1948. 
This is the first payment since the interim of 
4 per cent in 1947. 

Canadian Pacific Railway.—Net income 
of the Canadian Pacific Railway declined 
from $31,893,942 to $27,393,851 in 1948. 

International Wickel—Net profit of 
International Nickel increased from 
$33,503,466 to $39,108,404 in 1948, equiva- 
lent to $2.55 on the common stock against 
$2.17 in 1947. 

Arthur Lee and Sons.—The Minister of 
Supply has approved an application from 
Arthur Lee and Sons for “ hiving off” their 
non-steel producing assets under the Iron 
and Steel Bill 

Stee! Company of Wales.—The 3 per cent 
debenture 1952-57 of the Steel Company of 
Wales has now been excluded from the pro- 
visions of the Iron and Steel Bill. 

Union Corporation.—Profit after taxation 
of Union Corporation rose from £663,458 to 
£685,203 in 1948. The dividend of 48 per 
cent free of tax is repeated 

Upsons.—Consolidated trading profit of 
Upsons in 1948 was £1,002,850 compared 
with £732,233 in the previous year. 


Capital Issues 


PUBLIC ISSUES 
Hawker Siddeley Croup.—Applications 
for the £3,000,000 4 per cent first debenture 


stock 1974 at 101 per cent amounted to 
£27 million from 15,000 separate applicants. 


OFFER FOP SALE 


A. ¥. P. industries.—-Lists will open and 
close for the offer of £750,006 4) per cent 
first mortgage debenture stock 1964-69 at 
£101 per cent. and 720,000 6s. 8d. ordinary 
shares at 7s. per share. Capital, £1,125,000, 
£125,000 in 5} per cent. redeemable cumula- 
tive £1 preference shares and £1,000,000 in 
6s. 8d. ordinary shares. Combined profit be- 
fore taxation, years erding at various dates 
within the period: 1939, Dr. £9,203 ; 1947, 
£283,590; 1948, £316,137 (accounting 
periods of companies varying between 9 and 
19 months). Directors’ profit estimate for 
1948-9, £237,959 and dividend estimate on 
ordinary shares 74 per cent giving a yield 
of 7.14 per cent on the offered price. Direc- 
tors’ estimate debenture service will be 
covered six times. Combined assets: fixed 
assets, £1,060,034; total current assets, 
£1,492,994 ; met current assets, £1,125,367. 


BY STOCK EXCHANGE INTRODUCTION 


G. R. Herron and Sons (textiles).—Capi- 
tal, £258,000 ; £150,000 in 5 per cent cumu- 
lative £1 preference shares and £108,000 in 
2s. ordinary shares. Profit before taxation, 
years to October 3lst: 1939, £19,523 ; 1946, 
£36,201 ; 1947, £86,957; 1948, £147,279. 
Directors’ dividend estimate for 1949, 15 per 
cent. Assets as at October 31, 1948: fixed 
assets, £72,107; total current assets, 
£678,166 ; net current assets, £175,834 (after 
deduction of bank loans). 


Paterson, Simons.—Capital, £197,750 in 
cumulative 6 per cent. £1 preference s!ares 
and £151,500 in 5s. ordimary shares. Profits 
before taxation and directors’ emulements 
for year to April 30, 1939, £38,253 ; to March 
31: 1947, £150,307 ; 1948,£179,059. Assets 
as at March 31, 1948. Fixed assets, £76,220. 
Interest on subsidy and trade investment, 
£44,846 ; total current assets, £1,331,124 ; net 
current assets, £516,007. 


B.D.H. Engineers. — Capital, £481,578, 
£166,576 in redeemable cumulative 5 per 
cent 10s. preference shares and £315,002 in 
10s. ordinary shares. Prifit before taxation, 
1939, £51,754; 1947, £120,427; 1948, 
£160,451. Group assets as at dates of latest 


balance sheets: tixed assets, £253,580 ; total 


current assets, £674,284 ; net curren 
£316,012. ¥ acbeta, 


OTHER ISSUES 


Consolidated Zine Corporation.— 
of Zinc Corporation stocks are offered the 
following exchanges into stocks of Con- 
solidated Zinc Corporation. Offer 
until April 11, 1949. For every £100 54 
cent cumulative preference stock jn 
offered 145 45 per cent cumulative £1 pre. 
ference shares in CZC; for every £100 5} 
per cent cumulative redeemable preference 
stock in ZC offered 120 4} per cent cumuh. 
tive £1 preference shares in CZC; for ey 
£100 ordinary stock or every 100 10. 
ordinary shares in ZC offered 400 £1 ordinary 
shares in CZC, 


Associated’ Electrical Industries. 
private placing has been made of £4,000,000 
10 year 3} per cent unsecured notes at 93} 
per cent. 


Joshua Hayle.—Shareholders are offered 


2,804,239 2s. ordinary shares at 4s. per share 
in the proportion of one new for every six 
old. 


New Issue Prices 


— + 





Issue Pri 
Name | Price | Mar ih 
fa) | 199 
cane 
Alexander Building, Pref. ......... 21/0 20/3—20/9 
Baothestam, 10/- ...00024ean° enaers 20/0 , 20/0—20/3 
B.HLD. Engineers, 10/- ........-... | 17/9*| 18/9-19/3 
De. 5% Peeks Be 2 es. dk. 10/9) 11/6—12/0 
Decea Notes, 1954-1964... ......... 100 95 
Hawker Deb. (£50 paid) ........... 101 | AS 
Hippo Holding, 5/- ......-..seee-] oo 8/ aft 
Be OG Peele Cee. Sete. { ... $20/ 
Hunt & Moscrop, L/- ......002ce00. | 1/23* 1/2 
"S| eS ees | 14/0 Hiei 
Da. 4y% Pret. isicsacves coc | 20/0 | 21/6~28/0 
Manchester Oil Deb. (£25 paid) .... 98), 1b —lipa 


New Zealand 3°, 1973-77 (£30 paid) | 100! 14—Spm 


Oliver & Gurden, Me . 6... cece eee } 18/6*) 17/6— 
a WG let PE Sie osteo nk 30/3*, 31/3—32/6 
Paterson Simons, 5/- .......e00e0- 20/3" 19/6 
Ropner Holdings, £1 ......-2+++-++ ees 44 '0— 
Rowan & Bowden, 5/- ............ | 25/3* 25/0—25/6 
Stanley Linings, 2/- ......06.--00-- 5/6} 4/ 0 
ee reo te te 21/6 | 18/9243 
West Indies Sugar, £1 ......6...-.65 20/0 18/6—20/0 
1—2 pm 


Do. Deb. (425 paid) ........... | 9b | 


(a) To public. * Placing. 





SECURITY PRICES AND YIELDS 


A fuller list containing 371 securities appears weekly in the Records and Statistics Supplement. Notes on the following company 
reports appear in the Supplement: International Nickel; Tate and Lyle; Harrods; Liebig’s Extract; Meux’s Brewery. 


Prices, net Grogs | 


Year 1994 — | 
( Jan.) toMar. 16)! 


Name o} Security 




























Price, | Price, | 
|| Mar. 9, Mar. 16, Mar. 16, 
5, 1949 | 1949 | 1949 1949 


Prices, 
Year 1949 | 
Jan. ] toMar.16 


Yield, Yield, 


Mar. 16, 


































Last Two | | Price, | 
Dividends | 








Price, | Yi 
Name ot Security || Mar. 9, | Mar. 16, | Mar. 
i | 1949 1949} 8 






























) High | Low a) _ (6) ic ib 
- 
i A s 3.83 s. d, } 

1003, 100§) ||War Bonds 24% August 1, 1949-51) 100% | 100% | .. | 1 61 | 1 4 Other Securities fad 
3008 | 100% | Exchequer Bends 13% Feb. 15, 1950! 1004" 100 | 8 2 | 1 5 4 | 105) | 1035 | 2 | Australia 34% 1965-69.....j} 105 105 iit i 
3024 | 102 War Bonds 23% March 1, 1951-53.|| 102% {| 10 © 5 1/1 710¢] 102%, | 10 | @ (4) | Birmingham 23% 1955-57..|| 102 102. | 210 0 
1034 \War Bonds 24° March 1, 1952-54.|) 102# | 1 }0 8 5 110 le} 5 54 || 50 ¢| 50 ¢!!Angio-American 10/-. 54 5% (414 0 
lh War Loan 34% (aiter Dee. 1, 1962) 1 104 (O1811)212 4 7 || 25 6| 5 a@|/Anglolranian Oil, {2...... 8 4% (3% 0 
1038 | War Bonds 24% Aug. 18, 1954-56.|| 103 | 103 | 019 5|2 1201} 80/3] 73/9! 10 b| 5 @|\Assoe. Flectrical, Ord. fi...) 75/- | 74/- |¢ 11 
1 } Funding 27% June 15, 1952-57....|) 103 - 118 | 2 6 10/ =e 76/- || 1 e¢!| I ¢ ‘Assoc. Port.Cem.,Ord.Stk.f1 78/6 76/3 \31 8 
1058 | \National Def. 3% July 18, 1954-58)| 1 105) | 1 2 6) 2 8 41] 533/104) 27/10), 40 €| 40 ©!\Austin Motor, ‘A’Ord.Stk.5/-| 30/- | 28/- |17 a0 
} \\War Loan 3% Oct. 15, 1955-59... .|| 104 xd\104jgxd| 1 2 10 2 810l 8l/- | 76/44 Ta 1 6 |\Barclays Bank, Ord. ‘B’ {1.|}_77/- | _77/~- 32 
104# | ‘Savings Bonds 3% Aug. 15, 1955-65) 1033 | 105g (1 8 7/235 31] 1181/9  151/3 fl2hae} 112p0 Bass Ratcliff, Ord. £1,..2.+.|| 162/68 | 152/6 | 3 8 
102 ‘Funding 24% Apri 15, 1956-61....| 101}xd'1014xG, 1 4 6/2 6 82] 1103/9! 97/3) 12 6| 8 a British Oxygen fi....|| 100/- | 97/6 {421 
1048 ‘'Punding 3° April 15, 1959-69... ../103Axd| 103gxd) 1 9 0/215 41] 38/9| 35/- || al 5 b\Courtaulds, Ord. /1.......|) 36/9 | 35/6 |4 48 
1154 | \iFonding 4°, vay 1 1960-90...... ) 11 11 017 O' 211 Be] so/- | 25/6 |) ate 744 |'Distillers Co., Ord. 4/-.....]) 26/104) 25/9 | 4 54 
103 02f |'Savings Bonds 3® Sept. 1, 1960-70! 102% | 1026 | 130 2/216 1/] My-| 32/9) 8 cl 8 €|Dorman Long, Ord. f1.....) 32/44 32/3 }@9 3 
Fee } Savings Bonds 24% y 1, 1964-67!) 99 1 812/222 21] 71/- | 63/6 H ’5-¢) 35 ¢ | Dunlop noe Ord. £1... 69/9 | 64/3 | 4B % 
116 | 114% Victory Bonds 4% Sept. 1, 1920-76) 11 i 1 2 5,235 I] 49/4), 43/10) 7 6) 3 @ imp. Chem. Ind.,Ord.Stk.4i)) 45/4) | 44/3 |41 4 
103% | 101} |Savings Bonds 3% Aug. 15, 1965-75 101 1024 (111 3/218 17] 6% | 548) 13ha| 1840 \Imperial Tobacco, {1......) 58 |  5& | 5150 
110° | 109% |‘Consols 4% (after Feb. 1, 1957)....|_1 | 109§ 018 8/213 Sf] 47/3) 39/9) We} W ¢ |'Lancs. Cotton, Ord. Stk. 40/9 | 40/- |5 08 
J07f | 105% | Conversion Ds (after Apr. 1, 196] 205 fxd 10544) 1 711/238 4f) G1/6 | 44/- |, 10 ¢| W €\\Lever & Unilever, Ord. 41..|) 45/3 | 44/5 + ; 
100g | Sef) Treas Stk, 382 (alter Apes 5. 266) Sofed) shaal 118 5/3 0 97] ste! as mas] elec ont St eM Be | fas $130 
1028 | 100§ | Redemp. Stk. 3% Oct. 1, 1986-96. .|' 10 lOljxd, 1.12 1| 218 91] 52/3| 44/3 || 12 ¢| 12 a P. &O., Def. Stk f1......) 4/3 | 4/6 15 72 
814 (Consols 24% -. =.= +0» afaxtemnts , T9fxd) 80ixd, 114 3/3 2 5 ¢ |t77 fq ¢ |'Prudential, ‘A’ £1........- 32 32 | 3 84 
103 221% | Brit. Elec, 3% Gtd, April 1, 1968-73) l0ljxd’ 102xd | 110 11 217 71 | We 51/- 56/9 |4 8) 
102% 101}. | Brit. Elec. 3° Gtd. Mar. 15, 1974-77 101 xd. 1019 | 111 6/218 2/ 63/9 | t2ha 66/10} 64/4412 6H 
101% | Brit. Trans. 3% Gtd. July 1, 1978-88| 101% | 101; 112 5 | 2 19 6! 6% || 14a 6 ow 4 3g 
103 Brit, Trans. 3% Gtd. April 1, 1968-73) 1018xd:10) fxd! 111 2/217 9/7} §7/-| 79/- | 14b 79/6 | 15/9 } 319 § 

puon yields on stocks op ly or fina e within the next five years 85/3 | 79/3 || 15 6} 58 @)\Woolworth (F. W.), Ord 81/9 79/6 (4 8? 
re = assumption map will be repaid at “5 earliest —_ —— | i . 
yields on o} lated stocks assume that stocks paying over 3 per cent wi redeen ; ; ; » cartes! 
at the earliest date (these are marked ‘e’), and those paying 3 per cent or less will be repaid (a) Interim, (6) Final. (<) Whole year, (4) Int paid bali-yearly. ) — 


at the latest date (marked ‘’). 


Gs in the £ ({) Flat yield * A 


(nm) Net yields are calculated after allowing for tax at 
average life 15 years 6 months. 






1 Free of tax. 


redemption date. (!) To .atest redemption date (mm) 15 months Yield basis 8% 
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JHE ECONOMIST, March 19, 1949 


Statistical Summary 


GOVERNMENT RETURNS 


For the week ended Mareh 12. 1949, total 
ordinary revenue was £67,509,000, against 
ordinary expenditure of £28,347,000 and 
yssues to sinking funds £342,000. Thus, 
including «sinking fund allocations of 

8,064,000 the surplus accrued since April 
pris (923,878,000 against £795,302,000 for 


the corresponding period a year ago. 


ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 


Receipts into the 

j Exchequer 

(£ thousand) 
Esti- ; 35 j 

A April | 

aac ee Fa [week | Week 
i to to jended ended 

Mar. Mar. | Mar. Mar. 


oe 
- 
bee 


2, 13, -| 12, 
1948 | 1949 } 1948 | 1949 


ORDINARY j 

Revenant? i 
Income Tax...... 130915 1131786 12554509 28,025) 30,268 
Sr 90,000, 84,055 88,150) 4,300 4,000 
Extate,ete., Duties 160,004 163,079 167,55@ 4,000 3,200 
Stanips. 55,000] 52,980 53,169 1,500 7060 
Profits Tax .... } 250.000 53,770 186,290) 1,350 4,700 
BPT. . anes 245,468 76,509 6,400 2,500 
Other Inland Kev. 1,00 715 GIG... f+ 
SpeaalContributn. 50,000 : 76,80 ... | 1,200 


Total Inland Rev. 1915150711853 1904529 45,575 46,568 


Customs....... 820,600] 756,749 785,821] 16,097 14,585 
ae 726, 55@ 606,100 708,200 3,600 2,875 
Total Customs &! | ' 

SSS 1547150)1 362849 149202] 19,697) 17,460 
Motor Duties 50,00@ 48,765 52,416 2355 397 
Serplus War Stores 102,000)195,382 98,189)25, 4% 
Surplus Receipts 

from Trading 57,000, 91,261 28,56 pee e A Leia 
P.O. (Net Receipts) cae 4,080 ... 11 iach 
Wireless Licences. 11,000) 10,240 10,759... & 
Crown Lands..... 1,000 950) 84 ded as 
Receipts from 

Sandrv Loans..| 14,000) 23,022 17,68 3) 2,403 
Miscell. Receipts... 68,0008 229,891 122,5144135,178 245 


a Cermetenelien + 


_ 3765300)3676291 3727509105776 67,509 
Seur-Baiancine | 


Total Ord. Rev. 











Pst Otfice 150,200 134,400 145,144 2,150 2,300 
lneome Tax on ' 
BPT. Refunds 16,000 21,835 8, 140 
pane: Wen weer Ren) ere Serer 
Total... _ 395 150015832526 3880879108110 69,920 
| Issues out of the Exchequer 
| to meet payments 
| (f thousand) 
Esti apt —_——— 
Pipeetiture sneael ArH YT veck | Week 





194 





1949 


Exrexpircere 
Int. & Man. of 





Nat. Debt ... 500, 496,591 471,665 3,289 3,095 
nts to N. i | 
reland........| 26,000) 21,766 26, { 
Other Cons, Fund, 
MEDS 5 sea 0 8, bi 

Sad ........... 185 3,384 3,095 


Supply Services .. 


Total Ord. Expd.. 
Sinking Funds... . 


56,747 25,252 


60,131 28,347 
“| ae 





Stur-Batancine 





Post Office... ... 1150 150, 2,300 
Income Tax on) avin. * 
E.P.T. Refunds! 16 1840s 

ae 4 62,465 31,100 


After decreasing Exchequer balances by {95,515 to 
£3,058,980. the other operations for the week decreased 
the gross National Debt by 441,422,591 to £25,222 million. 


NET RECEIPTS (¢ thousand) 

Land Settlement (Facilities) Acts, 1919 and 1921. . & 
Industry Nationalzation Act, 1946, sec. 28(2) 3,692 
(Centralized Buying) Act, 1947, sec. 21(3). 5,000 


8,700 
NET ISSUERS (f thousand} ri 

Post Office and Telegraph (Money) Acts, 1946 
we. ek MEd Seen caw 640 
Err meee Pe SEE Gee Fahd, 135 
Trade Guarantees Act, 1939, sec. 4(1).... 1 
I Authorities Loans Act, 1945............-. 4,800 
Towns Act, 1946, ser. 12(3)................ 15 


Oo a, 1946 and 1947: Postwar Credits. .. 352 
? PSOUTOES % —* : 
ee ee 





CHANGES IN DEBT (¢ thousand) 
Net Receirrs 


Ner Repayments 
23% Dei. 


MO Treasury Bills .... 56,749 
3% Def. Bonds. ... 486 
3% Ter. Annuities. 1,692 
Tax Reserve Certs. 12,145 


Other Debt -— 
Internal ....... 125 
External ...... 5,005 
Ways & Means Ad- 
Wane 5s 6,060 
Treasury Deposits. 10,500 
HO 41,762 
FLOATING DEBT 


: Ways and 
treasury ns 
Bilis Advances 


omega | Beate 
Tender Tap 


Public! of 
Depts. Eng- 


2160-0 | 2692-2 
2250-0 | 2390-3 


TREASURY BILLS 


“million 






“0 
“0 
. Q 
‘i949 
Jan. 7 | 170-0 | 262-6 | 170-0 56 
a a “0 51 
a ae oT) 60 
* an “6 51 
Feb. 4 0 45 
< on “0 59 
= “0 50 
3 2 0 50 
Mar. 4 28 


170-0 © 


On March llth, applications for bills to be paid on 
Monday, Tuesdav, Wednesdav, Thursday and Friday were 
accepted as to about 43 per cent of the amount applied 
for at £99 17s. 4d., and applications at higher prices were 
accepted in full. Applications for bills to be paid on 
Saturday were accepted at £99 17s. 5d. and above in full 
£170 million (maximum) of Treasury Bills are being 
offered for March 18th. For the week ended March 19th, 
the banks will be asked for Treasury deposits to the 
amount of £70 million (maximum), 420 million at 5 months 
and {50 nullion at 6 months. 


NATIONAL SAVINGS 
({ thousand) 










Week Ended 
Mar. 6, | Mar. 5, 
1948 1949 








Savings Certificates :-— 


5,850 | 2,700 























Ween. £6 ci. ois hss 169,200 
Repayments ........:... 2,650 | 2,500} 116,800 
Net Savings’. - 000 Sis... 1,200 | 200 [Dr 7,600 
Defence Bonds :— —_—- — 4 --—---—— 
Receipts. ...3..0.2.04005 1,025 | 855] 37,440 
Repayments ........---. 1,153 i 1,008 43,300 
Net Savings ............ yy 128 Dr 153 Wr 5,860 
P.O. and Trustee Savings }————|————}+—-——- 
Banks :— | 
Receipts... .....50.. oes» | 15,134 | 13,714 | °613,086 
Repayments ....4.+.+++ 11,836 | 11,673 [*576,158 
Net SavingS .....ses05.-; 3,298 | 2,041 [* 36,928 
Total Net Savings......... 4,370 | 2,088 |* 23,468 
Interest on certificates repaid 477 | 4504 20,930 
Interest accrued on savings 
remaining invested ...... 4359 ' 460 | 112,803 





* After adjustinent in Trustee Savings Banks figures foc 
December quarter. 


BANK OF ENGLAND 
RETURNS 


MARCH 16, 1949 
ISSUE DEPARTMENT 


£ 
Notes Issued:- Govt. Debt... 11,015,100 


In Circulation 1242,442,135 Other Govt. 








In Bankg. De- | Securities ... 1288,183,770 
Partment .. 57,805,698 | Other Sees... . 790,917 
Coin {other 
| than gold)... 10,213 
;Amt. of Fid.————--—-- 
| pees .... 1500,000,0006 
Gold Coin and 
Bullion {at 
172s. 34. 
oz. fine)..... 247,833 
1300, 247,833 | 1300,247,833 


BANKING DEPARTMENT 


14,453,000 | Govt. Secs... . 351,513,941 





pital eeeeee 
Wes vs ceee 3,961,641 | Other Secs.:— 43,234,031 
t Depa. $4,862,153 Discounts and 
ublic Acct. 11,696,529, Advances... 19,997,541 
H.M. Treas. | Securities.... 23,236,490 
Special Acct. 983,235,624) 
Other Deps.:- 382,550,836 
Bankers..... 295,008,441 | Notes........ 57,805,698 
Other Acts... 86,942,395 | Coin......+0. 3,573,960 
435,927,630 | 435,927,630 


* Including Ex uer, Savings Banks, Commissioners 
ot Mationat Debs nod Dividend Aeesaate ee 


COMPARATIVE ANALYSIS 
(£ million) 













1949 


Mar. | Mar. Mar. 
mike ae 


eee ee eee ee ee 





woceeseenes -2 
Jigas pts 0-8 0-7) 0-8 
CBs 4 ott amkekes sake m 60-2 0-2 0-2 
Valued at s. per fine o2... 172/3. 172/3, 17273 
Banking Dept. :— i 
blic Accounts ........ 8-6 8-5 11-6 
Treasury Special Account 17-6 17-6 23-2 
BemkNS £00. ditienes on ai 306-4 295-8 295-6 
Others. .... be qaene erin « 92-5 87-4 86-9 
FORA i nsinsois eeceescecs 409-4 425-1. 409-3 417-3 
Securities -— f 
Government............ 310-9 317-5 331-3 
Discounts, etc..........- 28-4 23-7 20-0 
Other i... ks} sebe se deine B 33-7: 23-9 25-2 
Mg ooo 0 eee revedde<% 3573-0 34-1 374-5 
Banking dept. res......... 70-6 63-7 61-3 
, o © 
ghia <n tans 5 7 


* Government debt is £11,015,100, capital 414 555,000. 
Fiduciary issue reduced from (£1,350 million to 41,50) 
million on March 4, 1948. 


“Tue Economist” INDEX OF WHOLESALE 


PRICES 
' ar. eb. Mar. 
1927 = 100 ' 2 22, 


4, 
1948 1949 1949 





BP sii avccdodbevey e | -9 “ 
Other foods ........... { 138-5 | 138-8 138-8 
Fests ok cic ovevene vi 170-1 | 186-6 {| 186-9 
DE... Sonasis sean ds | 243-6 ' 269-7 | 269-7 
Miscellaneous .......... | 155-4 | 152-5 151-6 

161-0 166-1 165-9 


1919100. ...:........ (991-5 22h Bae 
GOLD AND SILVER 


The Bank of England’s Official buying price for goki 
remained at 172s, 3d. per fine ounce throughout the week. 
Spot cash prices were as follows :— 









Sitver 






Goi 


Bombay 
per tola 


1949 





London New York Bombay 
ounce per onnece per 106 tol 
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Investment Statistics 


OFFER FOP SALE balance sheets: fixed assets, £253,580 ; total 


A. ¥. P. industries.—-Lists will open and (316012. £674,284 ; net current accets, 
. close for the offer of £750,006 4) per cent a 
Amalgamated Metal Corporation.—The first mortgage debenture stock 1964-69 at 


Company Notes 


ordinary dividend of Amalgamated Metal for £101 per cent. and 720,000 6s. 8d. ordinary OTHER ISSUES 

1948 is 54 per cent, am increase of 4 per shares at 7s. per share. "Capital, £.1,125,000, Consolidated Zinc Corporation.— 

cent on the year. Provisional net receipts are £125,000 in 5} per cent. redeemable cumula- of Zinc Corporation stocks are offered the 
up from £285,000 to £299,000. tive £1 preference shares and £1,000,000 in following exchanges into stocks of Coq 


British Aluminium.—The preliminary 6s. 8d. ordinary shares. Combined profit be- solidated Zinc Corporation. Offer open 
statement of British Aluminium for 1948 fore taxation, years erding at various dates until April 11, 1949. For every £100 54 pe 
ock in 


reveals a decline in total profit from within the period: 1939, Dr. £9,203 ; 1947, cent cumulative preference st 
£2,132,812 to £1,860,142 The dividend of £283,590; 1948, £316,137 (accounting offered 145 4) per cent cumulative {] Pre- 
10 per cent is unchanged. periods of companies varying between 9 and ference shares = CZC , for Secey £100 5} 
\ ing — a 19 months). Directors’ profit estimate for per cent cumulative redeemable preference 
een se nee eee pyc aT ee 1948-9, £237,959 and dividend estimate on stock in ZC offered 120 4} per cent cumuh- 
ordinary shares 74 per cent giving a yield tive £1 preference shares in CZC ; for ey, 


ordinary stock of Brush Electrical for 1948. . Y 7 
a fo & Ni nae of 7.14 per cent on the offered price. Direc- £100 ordinary stock or every 100 } 
This is the first payment since the interim of tors’ estimate debenture service will be ordinary shares in ZC offered 400 £1 ‘allan 


4 per cent in 1947. covered six times. Combined assets: fixed shares in CZC. 
Canadian Pacific Rallway.—Net income assets, £1,060,034; total current assets, 
of the Canadian Pacific Railway declined £1,492,994 ; met current assets, £1,125,367. Associated Electrical Industries, 
from $31,893,942 to $27,393,851 in 1948. private placing has been made of £4,000,000 
International Wickel—Net profit of 10 year 3} per cent unsecured notes at 98} 
Kania Sie? Seretagel ° teoen BY STOCK EXCHANGE INTRODUCTION per cent. 
$33,503,466 to $39,108,404 in 1948, equiva- G. R. Herron and Sons (textiles).—Capi- 
lent to $2.55 on the common stock against tal, £258,000 ; £150,000 in 5 per ~ aor Joshua Mayle.—Shareholders are offered 


$2.17 in 1947. lative £1 preference shares and £108,000 in 2,804,239 2s. ordinary shares at 4s. per share 
Arthur Lee and Sons.—The Minister of | 2S- Ordinary shares. Profit before taxation, 7 — proportion of one new for every six 
Supply has approved an application from years to October 31st: 1939, £19,523 ; 1946, es. 


Arthur Lee and Sons for “ hiving off ” their £36,201 ; 1947, £86,957; 1948, £147,279. 


pomdnenl acinar! entate <eeniien+diee:‘feem Directors’ dividend estimate for 1949, 15 per i 
tod Sea Bi cit Any wat Gabe Sho: eed “NEW Ise Prices 
sets, ,107 ; c assets a, ee ee 
Stee! Company of Wales.—The 3 per cent £678,166 ; net current assets, £175,834 (after Name | Price | star 
debenture 1952-57 of the Steel Company of deduction of bank loans). (a) | 199 
Wales has now been excluded from the pro- ‘Gah WODA TS TH | 3 
visions of the Iron and Steel Bill. Pate 81 : Abensader Building, Path... sdenes- au/e ae 
Union Corporation.—Profit after taxation mie BO <etteeOm, £197,750 MS BLD. Engineers, 10). 2.222.222 55 1 17/9°) 1879-497 
of Union Corporation rose from £663,458 to and {1s 1.500 ie uke ae Profits oo ae aio ties at vty ee 2 
£685,203 in 1948. The dividend of 48 per bebice’ takatih aul Aicétencs’ emealeenenta Hawker Deb. (£50 Paid) ..2..e..2.4) 101, 14-14 
cent free of tax is repeated for year to April, 30, 1939, £38,253 ; to March BR BBR 1 40 -aif 
: ; ‘ > > ’ > y Peeks Us. tise. wo 1 BD/ 
Upsons.—Consolidated trading profit of 31: 1947, £150,307 ; 1948,£179,059. Assets Hunt & Moscrop, Lj- ....+++++e++++! Ue ya Us 
Upsons in 1948 was £1,002,850 compared as at March 31, 1948. Fixed assets, £76,220. Kent, G.. 10/- .. -...--+esesseress | 14/0 | Bee 
with £732,233 in the previous year. Interest on subsidy and trade investment, ee are eee ete Ay a. 
£44,846 ; total current assets, £1,331,124 ; net New Zealand 3% 1973-77 (£30 paid) | 100! 1$—Jpm 
C _ | current assets, £516,007. "a ae = Fevvveerevens — a, ; 
apital Issues Paterson Simons, 5j- .-..2..00..+.-| 20/35 a 
B.D.H. Engineers. — Capital, £481,578, awan A Bowden 5.0002! | 25/3" aso 
PUBLIC ISSUES C166576 in tedeemable cumulative 5 per Susly Lineg, AF ....0012.0.,| 2/6 | eae 
Hawker Siddeley Croup.—Applications cent 10s. preference shares and £315,002 in Do. 59% Pref, «2... .<00-ee0e- | 2/6 | teres 
for the £3,000,000 4 per cent first debenture 10s. ordinary shares. Prifit before taxation, py, "SS eg rte 8S ml i 
stock 1974 at 101 per cent amounted to 1939, £51,754; 1947, £120,427; 1948, : Ove a 
£27 million from 15,000 separate applicants. £160,451. Group assets as at dates of latest ~ (@) To public. ® Placing. 





SECURITY PRICES AND YIELDS 


A fuller list containing 371 securities appears weekly in the Records and Statistics Supplement. Notes on the following company 
reports appear in the Supplement: International Nickel; Tate and Lyle; Harrods; Liebig’s Extract; Meux’s Brewery. 

















































































Prices i it ae = 9 Prices 
. { | Price, | Price Yield Yield io Last Two : | | ice. | Price, | Vi 
Year 194 j . . i Eig an ’ Year 1949 ast Two | Price, | Price, | 
b Name o} Security || Mar. 9, ‘Mar. 16,, Mar. 16, | Mar. 16, | Divic i{ N ; i! 5 ar. 16, | Mar. } 
( jan.] toMar. 16) i 1949 1949 1949 Jan. 1 toMar.16 lends ame of Security ! = eet MT 
High | Low n) High | Low (a) tb) ic ; 
Li i | ’>% 14 & 
100 , 100} (War Bonds 23% A 1, 1949-51), 100 100% |. 1 6 { |  % ° Other Securities Pars 
ot, | 1004 | Exchequer Bonds 19%, Feb. 15, 1950) 1 100% | ¥ 15 4 | 105% | 103 | & |Australia 34% 1965-69.....)) 105 | 105 ‘it si 
3024 | 102 | War Bonds 2}% March 1, 1951-53.|! 102 1 0 5 1/1 7 We] 102, ly | @ ( | Birmingham 23% 1955-57 102 102 | 210 0 
103} | 102% War Bonds 24% March 1, 1952-54.|) 1029 | 1023 | 0 8 5 }110 le] 5 Sa | 50 ¢| 90 ellAngio-American 10/-. 5} 54 (414 9 
lo4ey | 1032 yWar Loan 34% (after Dec. 1, 1952)}} 10. 104 | O1811)212 4 e | 25 6) 5 a@//Anglo-Iranian Oil, £1.....- 8 ™]% | 3% 0 
1034 102% ||War Bonds 24% Aug. 15, 1954-56.) 103 | 103 \° 19 5/2 11201} 80/3! 73/9) 10 6] 5 @|\Assoc, Electrical, Ord. f1.../) 75/- | 74/- |4 112 
i Funding 22% June 15, 1982-57 «| 103% | some 1 1 8/2 610! 82/3 6/- || Ie} iS ¢ lAssoe: Port. Ces, Ord SK, il 7/6 | 76/3 [38 
105§ | 104% |National Det. 3% July 15, 1954-56)| |, 1053 |} 2 2 6 2 8 41] 33/104 27/10}, 40 ¢€| 40 ©! Austin Motor, ‘A’Ord.Stk.5/-| 30/- | 28/- |7 2% 
106i | 1048 War Loan 3% Oct. 15, 1955-59... .}j 104{xd1044xd) 2 210) 2 8 10/] 81/- | 76/ 7a| 7 6)Barclays Bank, Ord. “B’ (1.|! T1/- | 71/- |3B 
10448 | 103k Savings Bonds 3% Aug. 15, 1955-65) 103} | 1058 | 1 & 7/215 31] 1681/9 151/3 | 412pe| 112p6 \/Bass Rateliff, Ord, (1......|| 162/6 | 152/6 | 3 8 ft 
102 101f |Punding 24% April 15, 1956-61..../' 10l}xd' 10) xd. 1 4 6/2 6 8/1 103/9, 97/3) 12 6| 8 a/ British Oxygen 7i..2" 100/- | 97/6 (42) 
104 | 1034 |Funding 3° “April 15, 1959-69. ....!103Axd_ 103gxd} 1 9 0/215 41] 38/9| 35/- |} pal & b \Conrtaulds, Ord. f1.......| 36/9 | 35/6 |4 48 
Beh | He Veet ce Reco Tey | al [OH S| 2u ot] Be | eed oc] elmamen ce ok od Brae Be dia 
| "Savings s 3 -| 39 Se 8 ! ' 
oh 98} |iSavings Bonds 24%, May 1, 1964-67) 99 | 1 811/212 2] W- | 63/6, a5 e| 35 ¢ Dunlop Rubber, Ord. fi... eo/9 Py 4B 4 
n N44 |iVictory Bonds 4% Sept. 1, 1920-76, 1154 | 125/215 1] 49/44, 43/10)) 7b) 3. @ | Lmp.Chem. Ind., Ord. Stk.41)) 45/44 | 44/3 | 410 5 
me | Mb lowe oma Mame) ty | He |S SLSR U| eal ee wie] iNeed tamed th | 8 10 
onsols 4%, (after Feb. 1, inal 1/3| 39/9) We} 10 c| Stk. 40/- 
sip | 10 Convers 5 lice Abe 608 gad Mepal TaL 2 ae 97] Se | |B Lew a Une Ora | 8 | Hs | E 
\ atk. <9 fo (a * ma 52/6 || ¢; W alo i 5 - - 
1004 | \Treas. Stk, 3° (after Apr. 5, 1966). | Sebed) Seba 115 5|3 0 97] siel acs Sal “ae tummy brick: Ord Stk fl os | sas (Base 
102 | 100f | Redemp. Stk. "3% Oct. 1, 1986-96: 101Jxd 10Ljxd, 112 1| 218 941 52/3 | 44/3 || 12 ¢| 12 @\P. &O,, Def. Sth G1......) 48/3 | 4/6 [5 12 
Bib | 19h, | Consols 24%, «2-5-5 stendnaieeel | T9xd, BOjxd, 114 3) 3 2 3 | 324) SE t74 hc \t77Py ¢ |/Prudential, ‘A’ f1.........) 32 a6 ut 
10 121% | Brit. Elec. 3% Gtd. April 1, 1968-73), 101}xd' 102xd | 1 10 11 | 217 71 51) | 56/- || I2be| 12be |Stewarts & Lloyds, Del. {1.|) 51/- /o9 |4 83 
102 ‘Brit. Elec. 3% Gtd. Mar. 15, 1974-77 101xd) 1013 | 1 6/218 21) 7/9) 63/9 a| +5 6/Shell” Transpt., Or } 64/42 6 9 
101% ‘|Brit. Trans. 3% Gtd. July 1, 1978-88) 1014 | 101} «1:22 5/219 61 €4 6. } B bitte a oe ee r 426 
e @ Sots, , | = 
103 \Brit, Trans. 3% Gtd. April 1 Ste 101§xd'101 fxd! 1 21217 87/- oe jl $ Selteee: ih Newall, Ord. na stk. fi wit | 5/9 | set 
tion yields on stocks op xt hve y 85/3 | 79/3 |} 15 6} 58 a |Woorwerth (F. W.), Ord 5/- 19/6 jo oF 





i 


} j ‘ 





inp’ y or finally a ears 
are worked out on the assumption that they will be repaid at the earliest date. R tion 
yields on other dated stocks assume that stocks paying over 3 per cent will be redeemed 
at the earliest date (these are marked ‘e’), and those paying 3 per cent or less will be repaid 
at the latest date (marked ‘/”). (n} Net yields are calculated after allowing ‘or tax at 
Ss. in the £ (f) Fiat yield *° A average life 15 years 6 months. 





(a) Interim, () Final.) Whole year. (a) Int. paid bali-yearly. (¢) To cares? 
redemption date (?) To atest redemption date (m) 15 months Yield basis 
1 Free of tax. 
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JHE ECONOMIST, March 19, 1949 


Statistical Summary 


GOVERNMENT RETURNS 


For the week ended Mareh 12, 1949, total 
ordinary revenue was £67,509,000, against 
ordinary expenditure of £28,347,000 and 
issues to sinking funds £542,000. Thus, 
including = sinking fund = allocations of 

8,064,000 the surplus accrued since April 

is (923,878,000 against £795,302,000 for 


the corresponding period a year ago, 


@RDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 


Receipts into the 


| Exchequer 
(£ thousand) 
Esti- . . , i 
April | April | 
Revenue ct , Week | Week 
| to to ended i ended 
Mar. | Mar. | Mar. | Mar. 
13, 12, 13, | 12, 
1948 | 1949 | 1948 | 1949 
ORDINARY i | 
REVENUE ! 
Income Tax...... 130915091131786 1255450) 28,025) 30,268 
Gertem .....--- 90,00@ 84,055 88,150) 4,300 4,000 
Extate,etc., Duties 160,000] 163,079 167,55@ 4,000 3,200 
emes;..-..--: 55,000] 52,980 53,169 1,500 700 
Profits Tax .... 250.000 55,770 186,294 1,550 4,700 
SPT... f , 245,468 76,505 6,400 2,500 
Other Injland Rev. 1,000 715 Og... |... 
SpeaalCoutributn. 50,000 | 76,800 | 1,200 


otal Inland Rev. 1915150]1711853 1904523 45,575 46,568 


| 820,600] 756,749 783,821] 16,097 14,585 
a... 726,550 606,100 708,20 3,600 2/875 


— a a 


Total Customs &! 


Excise ........ 1547150)1 362849 1492021} 19,697| 17,460 
| ceansentenneuannaennhinstinstmiatige=s inasatemdci poctlihiininadeemcoy 
Motor Duties.....| 50,000) 48,765 52,416 235 397 


Surplus Receipts 

from Trading... 57,000) 91,261 28,56 
P.O. (Net Receipts) nas 4,080... 
Wireless Licences. 11,000) 10,240 10,755 See 
Crown Lands ..... 1,00 950) eqs éob 
Receipts from 

Sundry Loans..| 14,000) 23,022 17,68 31, 2,403 
Miscell. Receipts 68,000) 229,89] 122,514 135,17 245 


Total Ord. Rev... 3765300]3676291 3727505105776 67,509 


Sarplus War Stores 102,000) 193,382 98,189 me 436 


SeuF-BaLancine | | 
Pest Office... .. | 150,200) 134,400 145,140) 2,150 2,300 
Income Tax on } | 
E.P.T. Refunds’ 16,000) 21,835 8,2. 1840S lll 









Total ...___ |3931500k3832526 3880879108110 69,920 
Issues out of the Exchequer 
to meet payments 
(£ thousand) 
Esti- ; r ee 

















Expenditure mate, 1 


Expenpitcre 
Int. & Man. of| 
Nat. Debt ..... i 500, 


496,591/ 471,665) 3,289 3,095 
{ 


ts to N./ 

freland....... || 26,000) 21,766 26,88 

Other Cons. Fund | | 

Services ....... | J 95) 
PE | 534,00 3,384 3,095 
Supply Services .. 244265 56,747 25,252 
Total Ord. Expd.. 2976657}2864248 2785563 60,131 28,347 
Sinking Funds. . . . | ah Ls 


Srur-BaLancine Ot 
Syemee....... 2,150 2s 
Tax on 


E.P.T, Refunds! 16, 184 nl 





After decreasing Exchequer balances by £95,515 to 
£3,058,980, the other operations for the week decreased 
gross National Debt by £41,422,591 to £25,222 million. 


NET RECEIPTS (£ thousand) 
{and Settlement (Facilities) Acts, 1919 and 1921. . 8 
Industry Nationalzation Act, 1946, sec. 28(2) 3,692 
(Centralized Buying) Act, 1947, sec. 21(3). 5,000 


~ 8,700 
NET ISSUERS (£ thousand) nt 
Fost Otfes and Telegraph (Money) Acts, 1946 
eiehh 06 5 ko bik Kaas oboe ate ae 640 
Err Brunts ae ae ina <p Lemons tee tide 4 ed 135 
tade Guarantees Act, 1939, sec. 4(1).... 1 
i Authorities Loans hee 19nes ot y: a ' 
yi Towns Act, 1946, sec. RMON odor dgte Son ¥ oat 5 
anne Acts, 1946 and 1947: Postwar Credits... 352 
Danas Resources Development’ Act: Colonial 
PRIS, cvtninn 6a ep pune namoeWs vcpihs cat: 250 


CHANGES IN DEBT (¢ thousand) 
Net Reexirrs Ner Repayments 
24% Def. Bonds... 340 | Treasury Bills .... 5,749 
3% Def. Bonds... . 486 
3% Ter. Annuities. 1,692 
Tax Reserve Certs. 12,145 
Other Debt :-— 


amternal ....... 125 
External ...... 5,005 

Ways & Means Ad- 
Wands. 6,060 
Treasury Deposits. 10,500 
340 41,762 


FLOATING DEBT 
(4 million 
Ways and 




























treasury 













Bills hes Tota: 
Date Oe eas Float- 
as | Bank ing 
Public | of Debt 
Tender} Tap | Depts.! Eng- 
i land 








2160-0 


2250-0 | 2. 
2250-0} 2395-0 


2692-2 


a 
° 
- 







es & 
~se ~ 





al ceed 


















» 18] 2250-0; 2341-6] 296-0 | 15- 
or 4579-1 265-4)... 
ing 
Jan. 8] 2240-0 286-61 
« 15] 2220-0 302-4 | ee 5]6169-3 
» 22 292-8)... 
29 368-3 eee 
Feb, 5 359-6]... 
itd 386-3]... 
» 19 508-7 | 17-5 
» 26 411-4 | 21-3 
Mar. 5}2210-0| 2271-2] 433-1 | 
2219-0 | 2265-5] 414-0 


TREASURY BILLS 


4 million 


170-0 | 286°3 





















Dec. 10 | 170-0 | 308-2 38 
» It | 170-0 | 271-4 52 
” 94 | 170-0 | 280-0 47 

31 | 170-0 | 263-9 58 
‘i949 

Jan. 7 | 170-0 | 262-6 56 
» 34 | 170-0 | 251-4 51 
"21 | 170-0 | 257-7 60 
" 98 | 170-0 | 270-6 51 
Peb. 4 | 170-0 | 287-0 45 
» 1 | 170-0 | 258-3 59 
” 48 | 170-0 | 278-7 50 
: 25 | 170-0 | 278-2 50 








Mar. 170-0 | 330-9 


170-0 | M2+& 


On March llth, applications for bills to be paid on 
Monday, Tuesday, Wednesday, Thursday and Friday were 
accepted as to about 43 per cent of the amount applied 
for at £99 17s. 4d., and applications at higher prices were 
accepted in full. Applications for bills to be paid on 
Saturday were accepted at £99 17s. 5d. and above in full. 
£170 million (maximum) of Treasury Bills are being 
offered for March 18th. For the week ended March 19th, 
the banks will be asked for Treasury deposits to the 
amount of £70 million (maximum), 420 million at 5 months 
and £50 million at 6 months. 





NATIONAL SAVINGS 
(¢ thousand) 















Week Ended 
Mar. 6, | Mar. 5, 
1948 | __1949 










Savings Certificates :— 


3,850 | 




























WceIS. be. 2,700 | 109,200 
Repayments ...........+ 2,650 | 2,500 | 116,800 
Net Savings ............ 1,200 | 200 [Dr 7,600 
Defence Bonds :— so 
Ressipts. 6454 305 50s os 1,025 | 855 37,440 
Repayments ........+... 1,153 { 1,008 43,300 

a thet di ad 

Net Savings ............ yy 128 Dr 153 Wr 5,860 
P.O. and Trustee Savings }- one ieep tina nnmtntebnine 

Banks :— 

Reseiptes is ide. viwe cies 15,134 | 13,714 |*613,086 
Repayments ....4.-.05+ 11,836 | 11,673 |*576,158 
Net Savings ......66+ 3,298 | 2,041 |* 36,928 
Total Net Savings. .... case | 4,370 | 2,088 |* 23,468 
Interest on certificates repaid 477 450 20,930 





Interest accrued on savings 

ing invested ...... 2,439 2,460 | 112,803 

* After adjustment im Trustee Savings Banks figures for 
December quarter. 





BANK OF ENGLAND 
RETURNS 


MARCH 16, 1949 
ISSUE DEPARTMENT 


i £ 
Notes Issued: ' Govt. Debt... 11,015,100 


InCirculation 1242,442,135 | Other Govt. 








In Bankg. De- | Securities ... 1288,183,776 
partment .. 67,805,698 ‘Other Secs... . 790,917 
Coin {other 
| than gold)... 10,213 
;}Amt. of Fid.—-——-—---— 
| meee... 1300,000,000 
Gold Coin and 
Bullion {at 
172s. 3d. 
oz. fine)..... 247,833 
1300,247,833 | 1500,247,855 


BANKING DEPARTMENT 


£ 
pital ...... 14,553,000 | Govt. Secs... . 331,313,941 





Rss isc oem 3,961,641 | Other Sees. 43,234,031 
> Deps.- $4,862,153) Discounts and 

ublic Acets.© 11,696,529; Advances... 19,997,541 

iH. M. Treas. Securities.... 23,236,490 
Special Acct. $83,935,624 
Other Deps.:- 382,550,836 

Bankers..... 295,608,441 | Notes........ 57,805,698 

Other Acts... $6,942,395 | Coim......... 3,573,960 

435,927,630 | 435,927,630 


52 pacing eeee. 5. Banks, Commissioners 


COMPARATIVE ANALYSIS 
(£ million) 
1949 
Mar. | Mar. | Mar. 
3.} 6); 
ssue Dept 


Notes in circulation. oy an 
Notes in banking depart- 





WORD hnon cass akan coe! 66:9 60-0) 57-8 
Government debt and 
MAC te og wc ecesase 299-2,1299-3.1299-2 
Other securities..,...... 0-8 0-7) 66-8 
ge. ia ad Gawiee A eaters d ; 0-2) ; 0:2) 0-2 
h al s. Ne 0%... 72/3\ 172/3, 172/38 
Banking Boe 
its :-— | 
blic Accounts ........ 8-6 8-5 11-6 
Treasury Special Account at 17-6 17-6) 23-2 
MOMMNG iu . di Geis ck “lj 306-4 295-8 295-6 
QUee is 5 60d cei vianr visi - 8 92-5 87-4 86-9 
SOE dia vdaitabavndl> naan B 425-1, 409-3 417-3 
Securities :-— | 
Government.......+-... 310-9 317-5 331-3 
Discounts, ete........... 28-4 23-7 20-0 
Other ...... bwin tiie he G'sivie *H 337) 22-9; 23-2 
gS ET Ee ee Ee 373-0 364-1 374-5 
Banking dept. res......... 70-6 63-7 61-3 
J o 0 
/o 40 i o 
“ Pommerting * asic once ae 16-6) 15-5) 14-7 


* Government debt is £11,015,100, capital 414 555,000. 
Fiduciary issue reduced from £1,550 million to 41,50) 
million on March 4, 1948. 


“THe Economist” INDEX OF WHOLESALE 


PRICES 
; ar. eb, oar, 
1927 = 100 9, i 22, 4, 


1948 1949 | 1949 





B sesedsevscevseess i * } 4 -?* 
Other foods .........%5 } 138-5 | 138-8 | 138-8 
Textiles ........ wtenes 170-1 186°6 | 186-9 
WES tice | 243-6 | 269°7 | 269-7 
Miscellaneous .......... | 155-4 ; 152-6 | 151-6 


| 161-0 | 166-1 . 165-9 


28-3 





GOLD AND SILVER 


The Bank of England’s Official buying price for gold 
remained at 172s, 3d. per fine ounce throughout the week. 
Spot cash prices were as follows :—- 
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1949 
London New York: Bombay 
ounce per oonce per 100 tola 
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Rank of Australia, at its Branches throughout 
Australfa ‘and New Zealand, offers a com 
prehensiv: Banking Service covering every 
modern requirement. 

This.extensive organisation is placed ai the 
disposal of visitors desirous of transacting any 
description of banking business. 

We invite you to discuss your travel and 
banking problems with our specialised 
cepartments. 

Head Office : 
71, CORNHILL, The 
Ce oe UNION BANK: 
wong, wae OF AUSTRALIA 
Ausiralia 
and New Zealand. LIMITED 


EO at 


544 


a a ttre 
















SERVICE 


Founded over a century ago, The Union 








NATIONAL BANK OF EGYPT 


incorporated im Egypt. 
Liability of Mombers is Limited. 


Head Office - -- CAIRO 


Commercial Register No. 1 Cairo. 


FULLY PAID CAPITAL -  - £3,000,000 
RESERVE FUND - = . = £3,000,000 





enna td 








London Office: 


6 & 7 King William Street, E.C.4. 


Branches in all the Principat-Towns in EGYPT and the SUDAN 





UNIVERSITY OF OXFORD 

UNIVERSITY LECTURER IN INDUSTRIAL RELATIONS 

The University proposes to appoint a University Lecturer in Industrial | 

Relations at a stipend of £590 té £709 per_annum (£550 to £900 per annum | 

it the Lecturer is designated a Senior Lecturer), to take up» office on 
October 1, 1949. Applications (elght copies) together with the namés 

of three referees in Great Britain should be sent-to- the Seeretary of- | 

Faculties, University Registry, Oxford, from whom further information i 

can be obtained, by April 12, 1949. 


a THE UNIVERSLTY OF DURHAM 
THE DURHAM COLLEGES 


LECTURER. IN -BCONOMICS 

which will be vacant on October 1, 1949. 

Further particulars may be obtained from 38, North Bailey, Durham. 
Applications will be, received up to Apert 14, 1849. 

. HOLGATE, Secretary. 

UNIVERSITY OF NATAL 
DEPARTMENT OF ECONOMICS 

Applications are invited for 

TWO RESEARCH POSTS 

for duties in the Department of Economics centred mainly in Durban. 

Both appointments will be on. probation for two years. 
Research Fellowship 

The researeh will be mainly concerned with local problems of trade 
and industry. The Research Fellow will also be required to assist in 
the organisation of reséarch and in the training of research’ workers. 
‘Lhe status will be either that of a Senior Lecturer on the salary scale 


of £600 x £25—£900 for men and £6550 x £25—£725 for women, plus cost of 
living allowance or a Lecturer on the scale £550 x £25—4£725 for men 


tions, and research experience. 
Research Assistant 
The salary is on the seale £350—£450 plus cost of living allowance. 
Necessary qualifications include a degree with Economics: as a major 
subject. Soeme research experience will be a destrable qualification. 
Further particulars and information as to the method of: application 
iaay be obtained from the Secretary, Asseviation of Universities of the 
British Comnionweatth, 32, Woburn Square, London, W.C.1. The closing 
date for the oreceipt of applications is March 31, 1949. 


“ASSOCIATION OF CERTIFIED AND CORPORATE | 
ACCOUNTANTS 


APPOINTMENTS. REGISTER 
Employers seeking the services of Certified Accountants are asked to 
write to the Secretary of the Association, 22, Bedford Square, London, 
W.C.1. ¢Telephone: Museum 5163.) 


JS XECUTLVE, adaunistrative, or organisational appointment desired 
4 by Oxford Graduate (39), extensive legal and business: experience, 


i 

1 

} 

| 

| 

and £195 x £25—£6090 for women; d@pendiig on degree and other qualifica- 
i 

| 

i 

| 


speaker and tecturer.—-Box 88: . 


|) DUCATED Young Lady, speaks — fluent_ French, shorthand-typing 
4 experience—requires interesting post.—Box sv. 
‘ALES MANAGER able to formulate and administer modern marketing 

\) programme in all aspects seeks change in London area.—Box 55. 

Printed in Geeat Britain by St. Ciements Press, Lrp., Portugal St.. Kingsway, 


| 
| 
and knowledge of economics and international relations. Able public 





| 
} 
Applications are invited for the post of 
; 
i 
! 
} 
| 
\ 
| 
j 
| 
} 


in the North-Western Division. 
| qualifications (Grade £900 to £1,159). 
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AGGREGATE ASSETS” 
at 3st March 1948, = 
£98, 485,109. 


Established nearly 99 years 


NEW ZEALAND 


Incorporated with limited lability in New Zealand 


ydney, New South Wales: 
Suva, Fiji; Apia, Samoa. eS se 


Head Office: WELLINGTON, N.Z. 
P. L. Porter, General Manager 


London Office: 
1, Queen Victoria St., E.C.4. 
©. M. Samuel, Manager. 


REFUGE ASSURANCE COMPANY, LTD. 


Chief Office: OXFORD STREET, MANCHESTER, 4 


ANNUAL INCOME EXCEEDS £17,500,000 
ASSETS EXCEED £192,000,000 
CLAIMS PAID EXCEED €189,000,000 


(1947 Accounts) 


CANADIAN PACIFIC RAILWAY COMPANY—( Incorporated tn 
Canada with Limited Liability)—-NOTICE TO SHAREHOLDERS. The 
Sixty-eighth Annual General Meeting of the Shareholders of this Com. 
pany, for the election of Directors to take the places of the retiring 
Directors and for the transaction of business generally, will be held on 
Wednesday, the fourth day of May next, at the principal office of the 
Company, at Montreal, at twelve o'clock noon (daylight saving time it 
operative). The Ordinary Stock Transfer Books will be closed’ in 
Montreal, Torento, New York and London at 3 p.m. on Tuesday, the 
twelfth day of April, 1949. The Preference Stock Books will be closed 
in London at the same time. All books will be re-opened on Thutsday, 
the fifth day of May, 1949. By Order of the Board, F. BRAMLEY 
Seeretary. Montreal, March 14, 1949, ; 


BEDFORDSHIRE EDUCATION COMMITTEE— 
LUTON COMMITTEE FOR EDUCATION 


LUTON AND SOUTH BEDFORDSHIRE COLLEGE OF FURTHER 
EDUCATION 


(Formerly Luton Technical College). Principal—Dr. T. HEAP, M, 
FRI. - ee 


Applications are invited for the newly created post 


7c > , * of 
| ASSISTANT IN MANAGEMENT STUDIES IN THE COMMERCE 


DEPARTMENT to take charge of the existing courses in Management 
and to extend and develop them. Applicants ‘should bave had suitable 
experience and should possess appropriate academic and/vr professional 
qualifications, Duties to commence on September 1, 1949. or earlier if 
possible. The salary in accordance with the Burnham (Technical) Stale 
for Senior Assistants (Men £700-£25-£800), (Women £560-£20-£640) iogether 
with allowances for degrees and training. 

Full particulars and form of application may be obtained (stamped 


| addressed envelope). from the Principal, Luten and Seutlh Bedfordshire 


College of Further Education, Park Square, Luton, by whom completed 


| applications must be received not more than three weeks after the 
|; appearance of this advertisement. 


E. O, CUTTER, Clerk of the Governors. 
February 24, 1949, 





NATIONAL GOAL BOARD —NORTH-WESTERN DIVISION 
DIVISIONAL FINANCE OFFICER 


Applications are invited for the popition of Divisional Finance Officer 
Salary according to experience 


The Finance Officer will be Assistant to the Divisional Chief Finance 
Officer whose duties include the control of Capital and Revenue Ex 
penditure at Division and in the areas, the examination of C 
Projects and preparation of Revenue Budgets and reporis thereon, 

Preference will be given to candidates who have had accountancy 
costing experience, are accustomed to report writing and pessess @ 


knowledge of the principles and practice of valuation. 


Experience of the coal industry would be an advantage though not 
essential. 

Applications stating age, qualifications and experience should be 
addressed to the Divisional Establishment Officer, National Coal 
North-Western Division, 47; Peter Street, Manchester, 2. 
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TE\HLE Civil Service Commissioners Invite applications for three pensiol 
able posts in a Government Department in the London area. The 
commencing salary for men in London is £380 rising by £25 
to £725; salaries are somewhat lower for women and for officers servils 
outside London. Promotion normally takes place after about 7 . 
or the age of 30 to higher grades with salaries ranging from # 
£1,22) per annum, and there are prospects of promotion to h 
Candidates must have been born on or after August 2, 1918, and on of 
before the Ist August, 1925. One of the vacancies is for a Comm 
tions Engineer who has either an Honours Degree in 
Engineering or relevant experience as an officer in one of the 
of the Armed Forces specialising in this subject; the other two # 
Mathematicians with at least a Second Class Honours 
mathematics, and preferably with a Knowledge of statistics. 
particulars and application forms from the Secretary, Civil 
Commission, 6, Burlington Gardens, London, W.1, quoting 
Completed application forms must reach the Commission by Ap 


va 


3 
a 


OTHER NOTICES APPEAR ON PAGE 541 sayomm 
C2. Published weekly by THe ECONOMIST Newsparer, LID. 


London 


a, W.C2. 
at 22 Ryder Sireet, St. James’s, London, S.W.1. U.S. Representative: R. S. Farley, 111, Broadway, New York, 6.—Saturday, March 19, 1949. 
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